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INTRODUCTION 


The present report deals with the program of the subcommittee 
concerning newsprint carried over from the previous Congress. 
The record compiled by the subcommittee in the field of newsprint 
will take its place among the most important accomplishments of this 
committee, and will constitute an invaluable source of reference 
material for congressional legislation for many years to come, 

The subcommittee has made a most significant contribution in this 
field. The development of new sources of raw material for newsprint 
production, with particular reference to sugarcane bacasse, has 
stimulated interest and attracted recognition throughout the world 
Great credit for the outstanding success of this work is due the 
Department of Commerce, particularly Mr. Jesse J. Friedman, 
Director of the Industrial Development Staff of that ageney, whose 
professional ability and intelligent direction of this program from its 
inception have opened up an entire new industry for commercial 
development by private enterprise. 

The subcommittee may be justly proud of the results of its accom- 
plishments which are described in this report. The continuing work 
of this committee in newsprint will have a solid foundation upon which 


to build. 


Chairmar 
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I. Tue Newsprint PropLteM 
A, IMPORTANCE OF NEWSPRINT 


A free press is the very cornerstone of our representative form of 
government. The founders of our country recognized that a federal 
republic could not prosper without certain minimum guaranties 
for freedom of expression and opinion. The concept of freedom 
to publish was not restricted to the large metropolitan dailies whose 
circulations now run into the millions, nor even to the small-town 
dailies and country weeklies which reach the grassroots areas of 
the country. It was designed to embrace all media of expression 
of free thought, including organs of religious, of labor, of political, 
and even of fraternal organizations. It was intended to include the 
expression and transmission of the many diverse ideas and view- 
points which would spring from the minds of a polyglot and diverse 
population. 

Yet the freedom to write, to report news, to express ideas, to differ— 
all these become meaningless if the materials for mass communication 
are lacking. A newspaper cannot spread its news and editorials 
without newsprint any more than can an electric bulb transmit light 
without a filament. It is therefore readily apparent why there has 
been such great solicitude concerning newsprint in legislative cham- 
bers as well as among publishers, pulp and paper produc ers, and the 
public at large. 

The significance of newsprint transcends national boundaries. The 
international cold war is today as much a struggle of ideas and ideo- 
logies as it isof men and weapons. Democratic tenets and principles 
cannot long thrive if their free and unfettered dissemination on a& 
widespread scale is not possible. An adequate supply of newsprint 
is therefore indispensable. If in foreign lands new publications cannot 
begin, if the publication of old papers is curtailed or eliminated, if 
newspaper editions are shortened and circulation restricted, all of 
these factors tend to inhibit the effectiveness of our efforts to transmit 
the fundamental premises of the free world to peoples of other nations. 


B. ECONOMIC BACKGROUND 


To place the newsprint problem in perspective, a brief summary of 
the location and structure of the industry, pricing policies, trends in 
supply and demand for the product, and other economic factors is 
necessary. 

Principal newsprint-producing countries of the world are Canada, 
the United States, and the Scandinavian nations. Of these, 
Canada is by far the world’s la we supplier, accounting in 1952 for 
approximately 53 percent of total world production.’ Of the 10,- 
656,000 tons of newsprint produced throughout the world last year, 


1 Newsprint Association of Canada, Newsprint Data: 1952, p. 15. 
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5,690,000 came from Canadian mills, whereas only 1,170,000 was 
manufactured in the United States and a total of 1,012,000 in the 
Scandinavian countries 

While the United States is the second-largest newsprint manufac- 
turer in the world, domestic production has not kept pace with the 
in domestic demand. Newsprint production in the United States 
actually declined each year from 1926 to 1938 from 1,687,000 tons to 
$32,000 tons, and by 1945 had further declined to slightly less than 
three-quarters of a million tons. The number of domestic mills 
regularly engaged in the production of newsprint from woodpulp also 
dropped sharply from 75 in 1910 to 39 in 1926, 20 in 1941, and to 13 
in 1952. While United States production in the latter vear well 
exceeded the million-ton mark, it nevertheless still fell far short of 
peak production attained more than a quarter of a century ago 











Newsprint paper United States capacity, production, imports, ne ipply, export 
and apparent consumption, for selected years, 1899-1952 

N rota I ADI arent | } — 

5 pul eT ba 

Year woes Capac- | Produc- Im- Ne S Exports oF ( Ur i 
print ity tion ports jsupply? ’ Pana Sta S 
, po] i- 

ill tory 4 Total capita | ti . 

Thous. | Thous Thous. | Thous.| Thous. | Thous. | Thous 

of tons | of tons of tons | of tonsa | of tons | of tons | of tons | Pounds, Thous 
1899 (8) s 569 (¢ (¢ 49 6 é \ (6 74, 799 
1909 6 6 1, 168 19 1, 187 36 8 6 1, 151 25. 4 90, 492 
1911 § 75 6 (6 54 5 50 6 6 6 93, 868 
1919 9°50 5 1, 324 628 110 6 * 1, 842 35.2 | 104, 512 
192¢ 39 1, 739 1, 687 1, 851 19 230 +50 3, 469 59.0 | 117, 399 
1927 6 6 1, 517 1, 987 12 286 + 56 3, 436 57.7 119, 038 
1929 1, 695 1, 409 2, 423 19 298 +12 3, 801 62.4 21,770 
1930 6 1, 712 1, 226 2, 280 10 297 ] 3, 497 56.8 |~123, 077 
1931 6 1, 636 1, 203 2, OF 10 269 —28 3, 288 53.0 | 124, 040 
1932 1, 650 1, 047 l 4 8 218 51 2, 882 46.1 124, 840 
1933 28 1, 703 #28 1, 794 11 262 +44 2, 6 42.4 125, 579 
1934 6 1, 238 990 2, 210 23 336 +74 3, 103 49.1 | 126,374 
1935 é 1, O81 948 2, 383 22 306 — 30 3, 339 §2. 4 27, 250 
1936 ) 1, 008 938 2, 752 15 320 +14 3, 661 57.1 128, 053 
1937 6 1, 00K 976 3, 317 17 629 +309 3, 967 61.5 | 128, 825 
1938 6 | 960 832 2, 275 6 334 295 3, 396 52.3 | 129, 825 
1939 6 988 954 2,615 13 341 +7 3, 549 54.2 | 130, 880 
1940 8 1,075 1, 056 2, 763 44 370 +-29 3, 746 56. 7 131, 954 
1941 20 1, 217 1, 045 2, 982 70 393 +-23 3, 934 59.1 | 133, 060 
1942 22 1, 126 967 2, 921 42 489 +96 3, 750 56.0 | 133,771 
1943 6 (6 Sil 2, 637 35 378 —111 3, 524 42.6 | 133, 966 
1944 6 6 721 2, 491 31 350 — 28 3, 029 45.7 132, 552 
1945 17 981 725 2, 669 44 273 —77 3, 427 51.9 132, 019 
194 ll &39 773 3, 492 28 308 +-35 4, 202 60.0 139, 899 
1947 13 837 833 3, 958 28 385 +77 4, 686 65.3 | 143, 405 
1948 13 R93 876 4, 395 28 467 +82 5, 161 70.6 | 146,113 
1949 13 924 918 4, 640 39 457 10 5, 529 74.1 149, 215 
1950 ll 1, 033 1,013 4, 863 44 433 —24 5, 937 78.8 | 150, 697 
195 12 1, 050 1, 108 4, 968 71 530 +-97 105, 975 77.9 | 153, 383 
1952 13 1, 165 1, 106 5, 033 105 624 +94 105, 988 77.0 | 155, 542 


Capacity data from Bureau of Census, U. 8. Department of Commerce, for 1928-32, inclusive, and 1934 
40, inclusive, and 1947; data for other years from published reports of the Newsprint Service Bureau, 
American Newspaper Publishers Association and American Paper and Pulp Association 

? New supply equals production plus imports 

+ As of Dec. 31. Stocks in hands of United States mill, United States publishers and in transit. Source 
Office of Business Economics, U. 8. Department of Commerce, from data compiled by Newsprint Service 
Bureau and American Newspaper Publishers Association 

4 Apparent consumption equals new supply minus exports adjusted for change in inventory during each 








$AsofJuly 1. Excludes Armed Forces overseas 
6 Not available 

7 From Newsprint Service Bureau 

Figures are for the year 1910 

Figures are for the year 1920 


1” From ANPA 


< 


NOTE All data shown in tons are short tons of 2,000 pounds 
Source: Production, import, export, and population data from official statistics of the U. S. Department 


of Commerce, except as noted 
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Insofar as consumption of newsprint is concerned, the United States 
predominates over all the nations of the world combined. Thus, of 
about 10.5 million tons of newsprint consumed throughout the world 
in 1952, approximately 6 million tons were used in the United States 
alone. The proportionate consumption of the United States has been 
rising, too. Whereas immediately preceding World War II the United 
States consumed 43.7 percent of the world’s annual consumption of 
newsprint, in 1952 newsprint consumers in the United States accounted 
for 56.9 percent of world consumption. Over a period of more than 
25 years the United States has averaged about 54 percent of worldwide 
newsprint consumption. 

Because the increase in newsprint requirements of the United States 
has been accompanied over the long-term period by a decrease in 
newsprint production within its own borders, this country has come to 
rely more and more for its newsprint supplies upon foreign sources, 
principally Canada. Whereas at one time the United States was 
practically self-sufficient in the production of newsprint, today 
domestic publishers rely upon Canada for about 80 percent of their 
annual supplies, and for only about 18 percent from mills located 
within the United States itself. 
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C. SHORTAGES AND PRICES OF NEWSPRINT 


The most critical element of the newsprint problem—namely, that 
of supply—is not reflected by production and consumption figures. 
While, today, supply and demand for newsprint are at approximately 

’ 7?) . r 
the same level, this situation has been the exception rather than the 
rule for a period of time now exceeding a decade. Commencing in 
World War II, when supply shortages necessitated a sharp curtailment 
of newsprint consumption and continuing almost to the very present, 
many publishers have lived constantly under a cloud of actual or 
imminent newsprint shortages. 

Even at this time, when supply-and-demand figures for newsprint 
have come mto balance, the situation is far from reassuring. On April 
27 of this year, the N ‘ational Production Authority warned that “The 
precarious balance between newsprint production and the growing 
demand will continue indefinitely.”* A similar conclusion was 
reached by Sir Eric Bowater, chairman of the Bowater Paper Corp. 
Ltd., London, England, in his report to the annual stockholders’ 
meeting in London on March 18 of this year. Sir Eric stated: 

On the present basis of world consumption there is no longer a searcity of 
newsprint and in fact supply and demand are now almost in balance. Never- 
theless it is of interest to note that consumption in the United States showed a 
small increase during 1952 and topped the 6,000,000-ton mark, and for the month 
of January—the latest month for which figures are available—the consumption 
in that country showed an increase of 2 percent over the corresponding month of 


the previous year. Were this rate of increase to be maintained, it might well have 


the effect of again taking consumption out of balance with supply, in which event a 


return to some scarcity of this commodity might again develop; indeed, at the 


present time publishers in the Southern United States are still unable to obtain all 
the newsprint they could use, but this situation will, we are hoping, be alleviated 
when our new southern mills come into production early next year.’ 

The persisting lack of newsprint over prolonged periods of time 
has had serious repercussions upon newspaper publishing in the 
United States in the past. A recent report of the Senate Small 
Business Committee revealed that two-thirds of the publishers re- 
sponding to a questionnaire indicated that they would have been 
able to consume more newsprint than they were at that time able to 
obtain, and over 90 percent of those replying believed the newsprint 
picture to be unsatisfactory or worse.‘ One publisher had “less 
print for the year of 1951 than we had during the war years when an 
actual emergency existed.’”’ Another “resorted to the use of reclaimed 
newsprint, black, soft, and unsatisfactory, because it keeps us in 
business.” 

Because of newsprint shortages, some United States publishers 
have been forced to curtail advertising to conserve ne wsprint supplies ; 
others have been unable to expand their editions, either in size or in 
frequency of publication, to keep apace of the economic development 
of the communities they serve. The starting of new organs has beea 
discouraged and full news coverage in some instances prevented. 
Inability to obtain necessary newsprint tonnage, according to one 
publisher, has been “‘* * * the prime reason for consolidation of many 
newspapers, and the closing of others.” 






2 Cited in ANPA Newsprint Bulletin No. 24—1953 (Apr. 30, 1953), p. 99 
3 Cited in ANPA Newsprint Bulletin No. 23—1958 (Apr. 29 toss pp. 95-96 Sir Erie’s 
remarks, it should be noted that consumption for the first 6 months of 1953 was 3 percent 





ahead of that for the year 1952 
4S. Rept. 1404, 82d Cong., 2d sess. (1952), p. 5 
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Chief sufferers from newsprint shortages, as revealed by the findings 
of the Senate congressional committee investigating newsprint, have 
been the publishers of small dailies and weeklies and the newspapers of 
civic groups, labor unions, ¢ Iv il service employees, trade groups, reli- 
gious organizations, veterans’ groups, cooperative movements, and fra- 
ternal bodies.» On the whole, it has been the small publisher who has 
been most aggrieved by the unavailability of newsprint. As recently 
as the first quarter of 1952, it was necessary to assign on a voluntary 
basis tonnages from large newspapers in order to meet the acute needs 
of 824 weekly newspapers throughout the country.® 

During the postwar years, the United States has fared relatively 
well with respect to its newsprint supplies compared with many of the 
other nations of the the world. India, despite the extended efforts of 
her National Government, has been unable to procure from abroad 
“more than a fraction of her minimum requirements of newsprint, 
and, according to a recent dispatch in the New York Times, hundreds 
of small papers were reported to be suspending publication in that far- 
eastern nation because of increased production costs and the inability 
to secure sufficient newsprint at reasonably low rates... Many nations 
in Latin America have also been in need of increased newsprint sup- 
plies,’ while papers in Western Germany have experienced serious 
diffie ulty in obtaining newsprint.” Within recent years, such coun- 
tries as Australia, Belgium, Egypt, Britain, France, and Turkey have 
all been faced with newsprint shortages of varying intensity. 

Accompanying newsprint shortages has been the rapid rise of 
newsprint prices. A ton of newsprint which sold under contract for 
50 dollars delivered in New York in 1941, brought $100 in 1949, $106 
in 1950, $116 in 1951, and $126 in 1952. This precipitous rise in 
newsprint contract prices has brought many complaints from pub- 
lishers whose profit margins have been cut by increased costs of 
publication. In the opinion of one publisher recently submitted to a 
congressional committee, ““* * * the rising cost of newsprint con- 
stitutes the largest single threat to the existence of the small rural 
newspapers of the United States. For the smaller papers, cost, ratber 
than scarcity, is the biggest factor in the newsprint-supply problem.” ™ 
Wrote another 
I feel that the rise in cost of newsprint, along with other paper products * * * is 
unjust and unfair and a long stride toward cutting out individual enterprise.” 

It is nevertheless difficult to state unequivocally whether newsprint 
prices have been too high or whether, conversely, they have perbaps 
been too low. A comparison of the rise in newsprint prices with 
increased prices for other commodities, as shown by the wholesale price 
index, will depend largely upon which year is chosen as a base. While 
the recent increases in newsprint prices have undoubtedly affected 
publishers adversely, demand has been so great during most of the 


§ Supplies for a Free Press, Preliminary Report, Senate Small Business Committee, Committee Print, 
82d C , Ist sess 1951 p.3 

®See Nati nal Production Authority, Minutes of Meeting of Newspaper Industry Advisory Com- 
mittee, June 26, 1952 


7M. P. Bhargava, Newsprint Problem in India—An Immediate Solution, Indian Pulp and Paper, July 


8 New York Times, March 29 1952, p. 5, column 5, 

8H. Rept. 15 no Dna Di 1952), p. 14. 
ANPA, Ne print Bu 1 No. 27-1952 (April 2, 1952), p. 118. 
S. Rept 1404, 82d Cong., 2d sess. (1952), p. 61. 

21d., p. 46 
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postwar period that, as Congressman Clarence Brown once told the 
subcommittee 

* * * there wasn’t a day they couldn’t sell newsprint for twice what they were 
getting for it * * *.3 

The self-restraint of newsprint producers in holding prices at levels be- 
neath those warranted by demand however, did not prove as effective 
in all cases as would have adequs ite _ sufficient newsprint supplies. 
The extent to which so-called ‘‘ black” or‘‘gray”’ market prices prevailed 
for newsprint during recent seated. of acute shortage indicates that 
self-restraint on the part of manufacturers is a poor substitute for 
abundant and readily available newsprint supplies as a regulator of 
newsprint prices 

The height to which black market prices have risen in times of 
shortage have been noted by many sources. In March of 1952, the 
Associated Press indicated the level of black market prices for news- 
print during the previous year as follows: 

A year ago newsprint bought outside contracts would bring as high as $300 a 
ton, but now it is reported to have dropped to around $180. Some sales outside 
North America were made at $500 a ton.'* 

Arthur Treanor, former director of the Printing and Publishing 
Division of the National Production Authority, described to a congres- 
sional committee in June of 1951 the black market prices of news- 
print in the United States as observed by his ageney. Stated Treanor: 


* * * we have seen in our office some shipment prices handled through a New 


York broker, out of Canada, for $230 a ton That is what we call now the gray 
market and we used to call the black market, and that is shipments that go in that 
way. ‘There have been shipments in the East that ran as high as $350 a ton, but 
they were very small, only one or two, I think. The gray market advertises all 


of the time, Mr. Wolverton, in the Editor and Publisher.'§ 


Since the extent of the black market would vary proportionately to 
the severity of the newsprint shortage, it is difficult to ascertain exactly 
what portion of the total consumption of newsprint within the United 
States has, in the recent past, been purchased at prices in excess of the 
contract price. The Stanford Research Institute, however, in report- 
ing the consumption of newsprint in the western region of North 
America '* has released figures indicating that during the year 1951 
some 52,145 tons of newsprint, or about 6 percent of total newsprint 
pure a for the western region, were bought | »V recion consumers at 
premium prices. More than half of this tonnage was obtained at 
prices ranging over $169 per ton, with as much as $343 a ton having 
been paid in some instances. 


D. FUTURE OUTLOOK FOR NEWSPRINT 


We have so far been concerned primarily with supply, price, and 
demand factors in the newsprint picture as they have existed in prior 
years. An intelligent approach to the newsprint problem must, how- 
ever, concern itself with the outlook for the future with respect to 


13 Hearings, Subcommittee on Study of Monopoly Power, 81st Cong., 2d sé 1950), Serial 14, pt. 6A, 
p. 343 

4 Cited in ANPA Newsprint Bulletin No. 17-1952 (Mare! 

5 Hearings, House Committee on Interstate ar Foreign Commet @ Cine . 1951). | 

6 Western region defined as to include the 11 Western Stat the t ~tate { ( mt 


Alberta, Alaska, and Hawa 
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these and other aspects of newsprint. While all future predictions 
are subject to human error, some of the principal trends m the field 
of newsprint can be ascertained with a fair degree of certainty. 


EsTIMATES OF FuTURE NEWSPRINT DEMAND IN THE Far WEstT * 
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1 Based upon correlation of newsprint purchases with population and real disposable income. 

? Based upon correlation of newsprint purchases with daily and Sunday combined circulation, advere 
ti ineage, and advertising ratios, 

7B i upon economic approach, 

*| West incl s the 11 Western States of California, Washington, Oregon, Idaho, Montana, Utah, 
Cc lo, N \ } i New Mexic 1 Arizona 

Sour stanford Research Institute, The Newsprint Situation in the Western Region of North America, 
Jnly 1952, exhibit B-1, p. 92; exhibit A-5, p. & 


Weekday, Sunday, and weekly newspaper circulation in the United 
States has risen steadily for a period of 30 years and, based upon 
figures for increases in population, population distribution, and per 
capita income, will continue to climb. Estimates are that weekday 
newspaper circulation will rise by 20 percent, Sunday circulation, 
33 percent, and weekly circulation, 9 percent, by the year 1960." 
Advertising is becoming increasingly essential to the mass distribution 
of industrial products and the growth of commercial enterprises, and 
it is predicted that by 1960, newspaper advertising linage in the 
United States will grow by about 19 percent. All these factors 
may bring total newsprint consumption in the United States to 


7 ANPA, Newsprint Now and in the Next De le (Oct. 3, 1951), p. 10, 


al 
1d 





THE NEWSPRINT PROBLEM 9 


6,900,000 tons by 1955,” and to something under 7,500,000 by 1960.” 
Long-range estimates of requirements contained in the Paley Commis- 
sion Report 2 place domestic newsprint consumption as of 1975 at 
approximately 8,700,000 tons. 


ESTIMATES OF FuruRE U. 8S. NEWSPRINT DEMAND 


Consumption 


Million Tons 
10 


Estimates 


Ww 





2 

1 

0 

1949 1952 1955 1960 1975 
1 U, 8. Department of Commerce, study of Newsprint Expansion, House committee print, 82d Cong., 
2d sess., 1952, p. 15. 

2 American Newspaper Publishers Association, Newsprint Now and in the Next Decade, 1951, | 
3 The President’s Materials Policy Commission, Resources for Freedom, June 1952, vol. V, p. 34 


On a worldwide basis, total newsprint consumption, retarded in 
the postwar years by idle capacity in foreign countries, inability to 
obtain supplies, and currency restrictions, is destined to regain its 
1939 level during the current year. But in view of increased popula- 
tion and rising rates of literacy, newsprint use on a comparative 
basis still lags behind the prewar period. In the future, this discre- 
pancy should be more than made up and, indeed, consumption 
increased at more rapid rates in view of gradual relaxation of Govern- 
ment controls, the availability of newsprint at other than premium 
prices, and the growth of economic activity and buying power in 
foreign areas. While it is relatively impossible to project accurately 
demand in the future, a total of 16 million tons by 1975 is not, ac- 
cording to the Newsprint Association of Canada, an unrealistic 
figure.” While this figure represents an increase of 5% million tons, 
or about 50 percent over present demand, it is, nevertheless, beneath 
the rate of growth that occurred between 1925-50 when world pro- 
duction rose by about 77 percent, and may over the long term prove 
to be a conservative estimate of the growth of newsprint requirements. 

18 Study of Newsprint Expansion, a Progress Report of the Department of Commerce to Subcommittee 
No. 5 of the Committee on the Judiciary, House committee print, 82d Cong., 2d sess. (1952), p. 15 

7 ANPA, op. cit., supra, footnote 17, at p. 22 

21 The President’ s Materials Policy Commission, Resources for Freedom (June 1952), vol. V, p. 34. 

Newsprint Association of Canada, Newsprint Dat 1952, p 12 and 16 
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Where is the newsprint to satisfy these increased demands to come 
from? Principal newsprint-producing areas in the world include 
Canada, the United States, and the Scandinavian countries of Norway, 


Sweden, and Finland. It is doubtful, to say the least, that any great 
nereases In production will oceur in the latter three countries within 
the predictable future. Referring to past experience, it appears tha 


of the total increase in world production of more than 5 million tons 


between 1925 and 1952, 4 million was accounted fot by Canada alon 
with only 1 million of the increase coming from the rest of the world 
including Seandinavia. As toa possible renascent newsprint industry 
in Seandinavia in the future, that appears highly improbable. Over 


pulp production im this part of northern Europe And, as pointed 


out by the Department of Commerce 


cut forests and the devastation of World War If still impinge upon 


ea ( 1 0 CT Se 
’ 1 } na vu hye } 
} iny, further inereased it in the lo 
margin new I 
What are the prospects for increased newsprint production in 
(‘ar da? In the po twat vears, Canadian prod etion has been accel 
erated at an average rate i close to 200,000 tons a vear, prime pally 
by speeding up the present operating ratio of ex sting facilities. Tt 
is estimated that between now and 1960 Canadian capacity may be 
expanded by an average of tess than 200.000 tons a vear, at ain 1} 
i level of approximately 7,066,000 tons by the vear 19602! Meat 
while, however, demand in the United States will in all probability I 
sing at anvwhere from 110,000 tons per vear (Paley Commission 
estimates) to 150,000 tons per vear (ANPA estimates) and an averagt 
of 120,000 tons a vear in all other newsprint-consuming countries 0 
the world. Thus worldwide newsprint requirements can be estimates 


to be increasing at from 230,000 to 270,000 tons annually 

Assuming the correctness of these estimates, by 1960, newsprint 
production in Canada will have been inereased by 1}; million tons while 
worldwide demand will have risen from betw een 1 S40.000 to 2.160, 000 
tons, leavin: roug hy from 540,000 to 660,000 tons of addy ional eanane- 
ity which must be developed in addition to th proj er ted expansior 
in Canada. 

In the United States, a newsprint-expansion program is wel 
way which will, if pursued to a conclusion, add significantly to do- 
mestic newsprint production, The enlargement of demestic fac ilities 
envisions the erection of three complete newsprint mills, one by th 
Bowater Paper Co. in Tennessee, one bv Georgia-Pacific Plywood Co 
in Alaska, and another by Great Northern Paper Co. in Maine, as 
well as the enlargement of newsprint capacity by ot! 


’ j , 
Hilde l 


} 
I 


ner 
Fulfillment of the coal of this expansion program we uld brine into 
production in the United States at least an additional 494,000 tons 
of newsprint per vear, which, while significant, still falls short of 


assuring the existence of an adequate newsprint supply. 
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E. FACTORS AFFECTING FUTURE PRODUCTION AND DEMAND 


There are a number of important economic factors not included 
in the above discussion of future production and demand. First 
are those considerations which might tend to enlarge still further 
estimates of future newsprint requirements. We may take as one 
of these the matter of newsprint prices. 

There is no doubt but that the price of newsprint will have a direct 
effect upon the demand for newsprint ‘Like other producer goods,”’ 
observed the Stanford Research Institute in 1952, “there is a direct 
relationship between the quantity of newsprint that will be taken 
by the total market and its price.” * High prices may cause publishers 
to change to narrow columns or page widths thereby cutting down on 
the amount of tonnage consumed. Or publishers may resort to increas- 
ing ad rates resulting in a decline in newspaper advertising with 
concomitant results in newsprint consumption. Rising costs, among 
them newsprint, may cause increased newspaper prices leading to 
lower circulations, and, in any event, may tend to restrict the 
expansion of editions either in volume or in area of circulation. 

That many of these practices have occurred on a substantial scale as 
a result of recent increases in the price of newsprint was confirmed by 
the American Newspaper Publishers Association in its report on news- 
print presented to the ANPA annual convention on Wednesday, 
April 22, 1953, which read in part as follows: 

Naturally, increased payroll and paper costs have had their inevitable result 
Publishers have been forced to increase circulation and advertising rates and this 
as had the to-be-expected result of checking both circulation increase and 
vivertising volume 

\s a partial offset to recent newsprint price increases, many publishers have 
vdopted narrower width newspaper roll sizes, and this is being accelerated. *° 

In view of these factors, the fact that demand may be temporarily 
equated with supply by the expedient of raising prices is no indication 
whatsoever that the newsprint shortage, either worldwide or domestic, 
has permanently abated. As the ANPA report cited above warned: 

\ll of these are factors in the current balance of supply and demand which make 
t unwise for publishers to become complacent as to the future in newsprint.?7 

In the United States, for example, the annual rate of growth of 
newsprint demand over the past 2 years has fallen considerably in 
the face of constantly rising prices. Newsprint demand, which rose 
at an annual rate of 400,000 tons in the postwar vears, increased by 
only 38,000 tons between 1950 and 1951 and by only 13,000 tons in 
1952. In the interim period, however, the contract price of newsprint 
had risen substantially from $67 delivered in New York on January 1, 
1946, to $126 on January 1, 1953. The spot market price, during 
much of this period, ranged considerably higher. 

The exact extent to which the demand for newsprint may be 
diminished as prices continued to climb higher and higher is difficult 
to ascertain. Figures taken from the study of the Stanford Research 
Institute, however, based upon reports received from publishers in 
the western region of North America indicated that in 1951, effective 
demand in the 11 Western States of the United States, British Colum- 
bia, Alberta, Alaska, and Hawaii was curtailed by approximately 





% The Newsprint Situation in the Western Region of North America (1952), p. 17. 
% Reprinted in AN PA Newsprint Bulletin No, 22—1953 (Apr, 27, 1953), p. 92 
" Ibid 
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53,600 tons, or about 6 percent of the total volume of newsprint 
purchased in the entire region, by virtue of high prices over and above 
contract prices prevailing for newsprint during the year. As the 
report stated: 

If publishers had been able to obtain additional newsprint at contract prices, 
and therefore at lower composit market prices, they would have purchased news- 


print in addition to their actual purchases (at both contract and premium prices) 
to the extent of approximately 53,600 tons.%8 


NEWSPRINT Prices anv U. S. Newsprint CoNSUMPTION 


Dollars Tons 
Per Ton Thousands 
125 1250 







Average Annual Contract 









| Price, New York 
100 | _ | 1000 
| 4 
75 | 
5 t— J 750 
| 
Annual Net Increase in 
50 }— Newsprint Consumption 500 
25 250 
O. 
1946 1947 1948 1949 1950 1951 1952 
Source: American Newspaper Publishers Association, Newsprint Statistics, 1952, Newsprint Bulletin 
No. 11—1953 (Feb. 27, 1953 
U.S. Department of Commerce, Transportat Factors in the Marketing of Newsprint, Transportation 


Series 2 (November 1952), p. 91 


The sudden removal of Government currency and other economic 
restrictions in various areas of the world might also have wide- 
spread repercussions on the picture of newsprint demand. Whereas 
the belief may prevail among persons in high quarters that the 
chronic newsprint shortage has been relieved by virtue of the fact 
that 1953 production has been sufficient to satisfy effective newsprint 
demand, it nevertheless remains a fact that without economic and 
political impediments to consumption, the shortage in 1953 would be 
as acute as in prior years. ‘Thus the Newsprint Association of Canada 
pointed out the fact that while worldwide productive capacity was 
perhaps adequate to satisfy effective demand for 1953, these estimates 
took no account of a ‘‘reduction of over 400,000 tons which would be 


28 Stanford Research Institute, The Newsprint Situation in the Western Region of North America (1952), 
p. 19 
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aHaadead to demand if it were possible for consumers to buy and use 
newsprint without restraint.” 

\\ hile we hav ‘pot dl SON factors whi h, if altered, might seriously 
rhe Sitate an upward revision Of newsprint demand estimates, we 
shall now advert to certain aspects of the newsprint situation affeeting 
the potentiality of future production and supply. 

One of the principal factors militating against increased n wsprint 
production is the limited nature of our forest resources. While there 
is an annual surplus srowth of hardwoods in the forests of the United 
States, extensive cutting of softwoods, from which newsprint is 


| ms 
cerived, re sult 


s in a drain each year upon our stands of softwood 
species. The depletion of our forests with respect to preferred soft- 
wood timber was described by the United States Forest Service to a 


senate subcommittee as follow S$ 





Preferred softwood species also are ‘ut, whereas hardwoods, 

ian 1 Table speci are Thus in 1945, total 

) owt 1m t 1 ’ ( alin, hereas hardwood 

( { ardwood drain b deficiency in softwood 

rowth was e\ more marked in the case of saw-timber size material This over- 

of softwoods is of particular significant to the pulp and paper indu try 

S about Sb p tl tal il of pulpwo , and ssentially ill the wood 
used for newsprint, is comprised of softwoods 


The significance of the limitations of our forest resources upon addi- 
tional newsprint production was recently emphasized by the News- 
print Association of Canada in discussing the possibility of additional 
expansion in the Dominion to meet rising newsprint demand in the 
future. The association indicated that increased capacity would— 


* * mean new demands on world forest resources which they are less able to 
t it mea that the ¢ nomie frontiers must be pushed back to gair access 
new regic ind it means that tl re irces must be taken over 

f ewsprint, in competition with other wood-using industries 


In the United States the lack of available timber has serioush 
affected additional p oduction of newsprint as well 2S oth r paper 
products. In New York, ‘‘the general forest problem * * * may be 
expr ssed as one of shortage of the kinds of wood required to sustain 
the existing industries and to supply consumers with wood products.’ ° 
The situation in New England was described to the subcommittee by 
Alvin Caspar, vice president of the Great Northern Paper Co., as 
follows: 


New England + ere a problem of wood supply. Cut and 
I ire ¢ ( ba ee The Forest Service estimates a small 
uN rowth, but it is too small to warrant any appreciable increase in produc 
paper c t i | n though the Service reports 
i New | and, ¢ 1 sof ver 50.000 aer * * * O5 percent of the 
tice Was d or fair 1944 and prior years, I do not believe that 
Sta f Maine or New England could sustain any considerable increase 
( of pulp a pel 


pokesmen for newspaper groups, anxious to enlarge their newsprint 
supplies, have indicated that if adequate resources were available, they 
would be willing to invest substantial sums of capital to erect new 
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eae me 
newsprint mills in this country Chis, at least, was the consensus at 
a Newspaper Industry Advisory Committee of the National Produc- 
tion Authority which met on June 26, 1952, to discuss the problem of 


expanding newsprint productior The views of these representatives, 
as summarized by the Department of Commerce, were as follows: 
Many ctors would influence s al vestment no} ewsprint mills 
‘committe YY) mbers explail } C'anita nvestments , } r DA r prod te 
provide a better financial return than 1 sprint, it Was pointed out It as 
general! bel é ) VO! put ‘ \ nves VSpI mills if 
raw materials for newsprint produc hn were a al 
Br? na tary) f +} ‘ te whiel, fi har n : Nanny 
Ciiie ii ation OF the ext ( »>Which furthet newsprint expansion 


in the United States is restricted by the depletion of our timber 
} 


os Rett cccine her” ¢ Ron fa es a erned sia 
sources, particular insofar as softwoods are concerned, may 
; 


i 
be had from the following table showing annual growth and drain of 


commercial forest lands in the United States for the year 1945. 


\ f ouwll rnd dra of timber ¢ er ( ai of the CU nite States, 
f f ) 
aq ‘ 
( A € N 
Regi 

tal ftw Hardw Total f Hardw Is 
N ¢ i ( 4 2 2. 204 t 602 
Lak W ) 8 178 634 
tr I 1,715 ix 22 1, 5 l , 454 
itl l 4 72, 54 ( 2, 871 
hoe Mo'mt {8 72 7. Al 4 21 
Pa 4 ; is 22 4 v4 
Potal t 1 S ri { t ) O48 t ( 6.614 
\ I he rrowtl 1 n 
hie _ 
Potal ftw 3 ) I l ftw Hardwoods 
N ‘ l ) 52 ‘ 0 
I é 4 24 4 10 
(er ul Pliins 19 t vt 24 ‘ iv} 

Sou 6. 461 ) 2 S 4 

nt 
eky Mountai 1°20) 2 . 2 
if 7 9 } 9 t 2 
I ( ed S$ S 13, 6 . ) 2 104 
> Vice i I i 


A number of other economic factors may also serve to discourage 
expansion of newsprint producing facilities. Capital costs in the 
newsprint industry are exceedingly high. In addition to expenses 
incurred in obtaining and maintaining forestlands, growing and 
cutting timber, and transporting pulpwood to the mills, large sums 
of money must be expended to assure adequate power supplies. 
The giant newsprint mills are in themselves costly to construct, 
rivaling closely in amount the large sums required for the erection of 
capital facilities in the steel industry. 

Rising prices in recent times as well as the shortage of needed 
materials have increased the financial hazards of erecting facilities in 


4 cf Nou + } i! _A Pr es q rt ) r ¢ fC t , Hou ( ttee 
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this industry. Whereas in 1920, or thereabouts, investment per ton 
of newsprint capacity was approximately $35,000 a ton,” capital 
investment for the Coosa River mill completed in 1949 was $80,000 
per ton, not including many items ordinarily included as capital 
costs. Crown Zellerbach has estimated capital requirements for the 
new mill of its subsidiary in Elk Falls, British Columbia, to approxi- 
mate $90,000 a ton,®® and the Stanford Research Institute has placed 
investment per ton of daily capacity for a new newsprint mill on the 
Olympic Peninsula in Washington at as much as $97,000 per ton for 
a 2-machine 500-ton-per-day mill and $114,000 per ton for a 1-machine 
250-ton-per-day mill.*? 

Annual depreciation charges for newly constructed mills on a normal 
writeoff basis equal about $14 per ton as compared with approximately 
$4 a ton for facilities now in place. An indication of the widespread 
differential existing between depreciation changes for capacity now 
in place and new facilities may be obtained from the following excerpt 
from the minutes of a recent meeting of an industrial advisory group 
of the Government: 

As a basis of comparison, an industry representative referred to a report fron 
the Canadian Newsprint Association in which the average rate of depreciation 
for Canadian mills is estimated at $4.06 per ton. According to industry repre 


I 
sentatives, the estimated rate of depreciation in new mills under constructio 


by United States companies will range from $11.19 to over $25 per ton.* 

The relationship of high capital costs in the industry to the pricing 
structure for newsprint has, according to industry spokesmen, also 
exercised a restraining influence on the addition of new productive 
capacity. It is claimed that the rate of return upon invested capital 
in the newsprint industry has been insufficient to attract investment 
in new productive facilities because of the low level of newsprint prices 

The rate of return on the Elk Falls mill recently completed by a 
Crown Zellerbach affiliate in Canada indicated a yield of not more 
than 5.4 percent based upon the 1950 newsprint price of $100 per ton 
Estimates such as these led J. D. Zellerbach, in a letter received by the 
subcommittee, to indicate his opinion of the inadequacy of return on 
capital invested in new newsprint-producing facilities and the conse- 
quent need for an upward revision of newsprint prices as follows: 

I think the figures support my statements to the effect that the price of $100 a 
ton delivered on newsprint is not sufficiently high to attract new capital into the 
newsprint industry and if, as seems quite evident, it is desirable to attract new 
capital, a higher price for newsprint will be necessary 

More recent figures appear in a study prepared by the Stanford 
Research Institute which estimated a return of 7.6 percent on equity 
investment were a new mill with an annual capacity of 172,500 tons to 
be erected in the Hoh River-Grays Harbor area of the State of Wash- 
ington and a return of 5 percent on a mill in the same location capable 
of producing 86,250 tons per vear.” These figures are predicated upon 
a price of $116 per ton for newsprint. 


% Testimony of J. D. Zellerbach, Hearings before the Subcommittee on Study of Monopoly Power 





Sist Cx , 2d sess. (1950), serial 14, pt. 6A, p. 980 

#® Hearings before the Subcommittee on Study of Monopoly Power, 81st Cong., 2d sess. (1950), serial 14 
pt. ¢ BR, p. 1006 

Stanford Research Institute, ep. cit., supra, footnote 25, at pp. 72-73 

8 Minutes, Special Conference of Newsprint Manufacturers, June 18, 1952 

* Hearings before the Subcommittee on Study of Monopoly Power, 8lst Cong., 2d sess. (1950), ser 
pt. 6B, p. 1007, 


# Stanford Research Institute, op. cit., supra, footnote 25 
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Representatives of the industry have considered the low rate of 
return on investment brought about by the low level of newsprint 
prices one of the most serious factors impeding the development of 
additional production. At a recent special conference of newsprint 
manufacturers called under the sponsorship of the National Produc- 
tion Authority, industry representatives concurred that impetus to 
increasing production could best be obtained by the effectuation of a 
more favorable price level. The minutes of this meeting noted: 

The greatest stimulant to increasing newsprint output in the United States, 
industry representatives concurred, would be a more favorable pricing structure. 

The low price of newsprint is also said to have driven producers 
from newsprint manufacture into the production of other lines of 
paper products. At the industry advisory committee meeting cited 
above, members pointed out that ‘‘Because of the low rate of return on 
newsprint compared with other grades of paper, many manufacturers 
have shifted their production to more profitable lines.”’ 

There is presently available no accurate study of comparative costs 
of newsprint production and the manufacture of other paper products. 
But for whatever reason, it is evident that other paper products have 
appeared more attractive to new venture capital than has newsprint. 
Even in Canada, long the bulwark of the world in newsprint pro- 
duction, manufacturers have found the production of other pulp and 
paper products increasingly more desirable than newsprint. In 1932 
over 80 percent of the wood pulp produced in Canada went into the 
manufacture of newsprint, but by 1951, the amount had declined to 60 
percent. In 1932 newsprint accounted for about 20 percent of the 
annual depletion of Dominion forests; in 1951, only 15 percent. 
Concluded the Newsprint Association of Canada after reviewing these 
figures, ‘Apparently, as a matter of economic choice, newsprint has 
not recently held its own in contest for the utilization of Canadian 
forests.””*' A similar conclusion was reached by Robert Fowler, 
president of the aforesaid association, when he recently addressed the 
Town Hall Forum in New York. In spite of major increases in news- 
print capacity since the war, Fowler told his United States audience, 
‘“* * * itseems to bea steadily shrinking percentage of total Canadian 
production. Newsprint production increased by about one-third 
between 1946 and 1951, while the production of pulps of many kinds 
and qualities rose by over 60 percent. * * * With their relatively 
faster growth, the production of pulps and papers other than news- 
print increased from 40 percent of our total production in 1946 to 
about 45 percent in 1951, and their vigorous growth is expected to 
continue.”’ * 

To recapitulate, let us summarize briefly those factors bearing 
upon the supply and demand picture for newsprint in the future. It is 
evident, to begin with, that newsprint requirements, not only in the 
United States but throughout the rest of the world as well, will rise sig- 
nificantly in the immediate and distant future. While estimates of the 
extent of this upsurge vary, there has been no dissent from the general 
proposition that newsprint demand will grow substantially in the 
near and long term. There is widespread recognition of the fact 


‘! Newsprint Association of Canada, Newsprint Data: 1952, p. 17. 
2 Quoted in ANPA Newsprint Bulletin No, 17—1953 (Mar. 25, 1953), p. 75 
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that additional newsprint production is essential to meet the con- 
stantly increasing newsprint needs projec ted for the future. 

Whi ile newsprint producers indicated that all efforts would be made 
to meet additional requirements forthcoming in the future, there 
were a number of factors bearing upon their ability to do so. In the 
first place, estimates of demand did not in all instances include poten- 
tial newsprint demand which could suddenly be unleashed by the 
removal of Government restrictions, easing of international currency 
regulations, and a return of prosperity in numerous nations of the 
world. Nor was it able to be determined the extent to which demand 
would be increased by a lowering of newsprint prices both in the 
United States and throughout the world. 

To the extent that demand might be greatly expanded by mitigation 
of any or all of the conditions noted above, so too were there factors 
tending to impede additional newsprint production. The limited 
nature of our forest resources together with increasing demands for 
ne wsprint as well as other pulp and paper produc ts was resulting in an 
annual drain upon t the Nation’s softwood supplie Greater produc- 
tion was impossible without assurance of ac deaute sources of raw 
materials for the manufacture of pulps used in newsprint. In the 
opinion of industry, other economic factors such as hi oh capital costs 
of n wsprint-produci ing facilities or the rate of return on investment in 
the industry might also deter the erection of new capacity for the 
manufacture of newsprint. 

In the picture of rising demand and the need for further production, 
the problem of the price of newsprint plaved a paradoxical role. High 
prices for newsprint had already limited effective demand to a consider- 
able extent, and yet an adequate supply of newsprint could only be 
said to exist when there was an abundant supply at reasonable prices 
that most consumers could afford. The lowering of the price of news- 
print in the future would serve to enlarge existing estimates of news- 
print requirements. On the other hand, the price of newsprint was not 
sufficient, from the producers’ point of view, to encourage additional 
productive facilities, and indeed, compared with the returns available 
in the manufacture of other paper products, tended, according to 
industry spokesmen, to decrease potential productive facilities by 
causing diversion of existing newsprint capacity to other grades. 

While it was therefore apparent that additional newsprint capacity 
was sorely needed, it was also obvious that there were many serious 
obstacles in the wav of additional production. Supply was tempo- 
rarily balanced with demand for the vear 1953, but the economic 
picture of the future was far from reassuring unless positive steps 
were to be Lining diately take hn to obviate some ot the difficulties de- 
eribed above. A long term solution to the newsprint shortage 
depended upon the ability to resolve the pricing-production dilemma 
as well as overcome other obstacles to further newsprint expansion 
such as shortages of raw materials. 


Il. AcrivirTiIes OF THE SUBCOMMITTEE RELATING TO NEWSPRINT 


When the subcommittee first turned its attention to the subject 
of newsprint in June of 1950, many of the various aspects of the 
newsprint problem heretofore outlined at length had existed for many 


vears lhe production of newsprint in the United States had, over 
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the long term period, declined steadily since 1926, whereas between 
the latter year and 1948, total annual domestic production of paper 
and board products had risen from 9.8 million tons to 21.9 million tons. 
The number of domestic mills manufacturing newsprint had fallen 
from 39 in the vear 1926 to only 13 by 1947. Newsprint shortages 
had repeatedly gripped the Nation despite numerous assurances that 
supply had at last overtaken demand. The contract price of news- 
print had already doubled in the intervening period since the start of 
World War IJ, and many small publishers were paying exorbitant 
prices in the black market to obtain necessary supplies. 

To begin with, the subcommittee was primarily interested in the 
antitrust laws and their applicability to the newsprint industry as 
well as the extent to which activities of newsprint-producing concerns 
had departed from the general principles of free and open competition. 
To acquaint itself with the structure of the industry, its production, 
pricing, and distribution policies, and their impact upon publishers, 
the public, and other actual or potential producers or consumers, the 
subcommittee undertook an intensive investigation of the entire 
newsprint production, supply, distribution, and demand _ picture. 
Public hearings began on June 19, 1950, and ran until July 20 of that 
vear. The published record of the subcommittee, consisting of more 
than 1,100 pages of printed testimony, was supplemented by a volume 


of newsprint exhibits containing approximately 1,200 pages of d 


docu- 
mentary material bearing upon the structure and practices of the 
industry and other relevant matters. 

On the basis of these investigations, two reports were issued by the 
subcommittee relating to newsprint and puip respectively.“ These 
reports deal extensively with the structure of the newsprint and pulp 
and paper industry in general and 
clusions and recommendations with respect thereto. Except to indi- 
eate the principal findings of the subcommittee and outline briefly 
additional material which has since appeared bearing upon the find- 
ings of the subcommittee, no attempt will herein be made to restate 
the voluminous material contained in these prior publications. 
Instead, principal emphasis will be placed upon the subsequent activ- 
ities of the subcommittee in its efforts to assist in a construetive man- 
ner in the solution of certain of the problems disclosed by the investi- 


gations referred to. 


contam the subeommittee’s con- 


A. INVESTIGATIONS AND REPORTS, 1950-51 


In order to recommend constructive policies insofar as newsprint 
is concerned, it was absolutely essential that the subcommittee itself 
obtain a thorough and detailed knowledge of the structure and opera- 
tions of the newsprint industry. The significance of the fact that 
almost 80 percent of our newsprint is manufactured by companies 
operating in Canada, for example, must be constantly borne in mind 
when devising methods for combatting the recurrence of newsprint 
shortages. To the uninitiated, the price of newsprint and the absence 
of new productive facilities appear to have no causal connection what- 
soever, whereas the erection of new mills may depend largely if not 


entirely upon the sufficiency of the return at existing contract prices 


@ Hearings, Subcommittee on Study of M D Power, 81st ¢ a. ( erial N 14. pts. 6A 
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It was therefore the first task of the subcommittee to become in- 
timately acquainted with the working operations of the newsprint 
industry, including its patterns of production, pricing, and distribution. 

The following is a summary of the subcommittee’s findings in this 
regard. 

1. Structure of the newsprint industry 

The largest segment of the newsprint industry is located in Canada, 
principally in the provinces of Ontario and Quebec. As of 1950, more 
than SO percent of all Canadian mills engaged in newsprint manu- 
facture in Canada were located in these two provinces. The largest 
companies in the Dominion are the affiliated companies of Interna- 
tional Paper Co. (annual capacity, 815,584 tons); Consolidated Paper 
Corp. (annual capacity, 729,763 tons); Abitibi Power & Paper Co. 

annual capacity, 720,720 tons); and Price Bros. & Co., Ltd. (annual 
capacity, 450,000 tons). ‘Together, these four firms account for 47 
percent of total Canadian newsprint capacity. While the firms men- 
tioned are all located in Canada, it is roughly estimated that at least 
(0 percent of total Canadian newsprint capacity is controlled directly 
bv interests in the United States, since many publishers in the United 
States have investments in newsprint mills located in Canada and a 
number of Canadian firms are affiliates of United States corporations. 

In this country, Great Northern Paper Co. in Maine, and Crown- 
Zellerbach in the Pacific Northwest are the most important newsprint 
producers although in recent vears, a thriving newsprint industry in 
the South comprised of Coosa River Newsprint Co. located in Coosa 
Pines, Ala., and Southland Paper Mills in Lufkin, Tex., has come into 
existence. 

2. Newsprint contracts 

The major share of newsprint sold in the United States is disposed 
of under long-term contracts ranging anywhere in length from 5 to 
15 years. These contracts are principally with larger papers that 
are able to purchase in carload lots. Small publishers, who do not 
buy in such large quantities, generally obtain their newsprint require- 
ments from jobbers or paper merchants. 

For many years, newsprint contracts of a number of producers have 
contained provisions relating the price of newsprint sold thereunder to 
the market price of other principal newsprint producers. The mills 
most frequently mentioned in this regard have been Abitibi, Consoli- 
dated, Great Lakes, International, and Price Bros. Provisions in 
the contracts of many sellers tie the price of newsprint sold to the 
average of any two or more of the above-named concerns, with the 
average price of the named producers constituting either a ceiling which 
the seller cannot exceed in price or the actual price at which the seller 
must at all times offer his product. As of 1950, six companies which 
accounted for almost one-half of total North American newsprint 
capacity had their prices related either directly or indirectly to the 
prices of other newsprint manufacturers, 

3. Ne wsprint price s 

The newsprint industry affords a classic example of what is com- 
monly known as price leadership. Prices, instead of varying from 
producer to producer, are generally identical for all manufacturers 
and either rise or fall in unison. A typical illustration of this type of 
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price behavior is afforded by the recent $10 increase in the price of 
newsprint which brought newsprint to $126 per ton delivered in 
New York. 

Two principal reasons were offered by producers to justify this 
latest increase in newsprint prices. One was the rising costs of pro- 
duction and the other was the difference existing in exchange rates 
between the United States and Canada placing a premium upon thu 
Canadian dollar. For these reasons, price increases were first an- 
nounced by both Abitibi and Consolidated Paper Co. on May 19, 
1952, effective as of June 15. One day later, Powell River made a 
similar announcement, and on May 22, Price Bros. likewise followed 
suit. By June 4, the ANPA was able to headline categorically that 
“All Large Canadian Producers Have Announced $10 Increase.” * 

The action of American companies in this regard is interesting 
While the prices of many newsprint producers in the United States 
were well below OPS ceilings prior to the increases made by the Cana- 
dian mills, no price increases occurred on the part of United States 
producers until the mills in Canada had made announcements of 
forthcoming rises. At that time, newsprint prices of domestic pro- 
ducers also rose although there existed no international monetary 
exchange problem for American mills which was one of the prime 
reasons offered by Canadian mills for raising the price level. 


Price increases of North American neu sprint p oducers 1962 
(New York delivered price or equivalent] 
Company ra Prio Increase NOW Eff 
price I 

Abitibi May 19 $11 $10. 00 $] j ; 
Consolidated lo l 10, 00 126. 00 D 
Powell River May 20 i ile 10, 00 126.00 | June lt 
Angle Newfoundland do ll 10.00 126.00 | Ju 1 
Anglo Canadian lo L1é 10. 00 126, 00 i 
Great Lakes May 21 ll 10. 00 126. 00 ) 
Price Bros May 22 116 10. 00 126. 00 DD 
St. Lawrence May 26 Lit 10. 00 M Deo 
International May 30 116 10.00 126. 00 1) 
Mersey Paper Co May 31 LL 10. 00 126. 00 D 
Bowaters June 2 1] 10. 00 126. 00 D 
Donnaconna { 10. 00 26. 00 I) 
Minnesota & Ontario l 126. 00 D 
Crown-Zellerbach July 18 lf 10.0 126.00 | July 18 
Inland Empire Julv 28 11¢ 1 126. 00 Aug. 1 
St. Croix Aug. 29 11¢ ( 1.00 | Oct 
Southland Sept ) 11¢ 6. Of 122. 00 ') 
Coosa River Sept. 19 2 120 / 2125.50 | N i 
Great Northern Sept. 20 11¢ 7. Of 123.00 | Oct 


1 At main Pacific coast ports 
2F. 0. b. mill with “an allowance (with certain limitations) in lieu of freight equa] to the carload rate 
freight to destination.” 


Source: ANPA, Newsprint Bulletins, selected dates, 


Price uniformity in the newsprint industry has been facilitated by 
the employment by most concerns in the industry of a unique zone 
map dividing the United States into 10 different zones for the purpose 
of pricing. Differentials are charged for each zone and for certain 
cities designated as ports which are either over or beneath the so-called 
base price that prevails for sales made in zone 4. The most significant 
price in the zone price structure is the New York port price which 


48 ANPA Newsprint Bulletin No. 43-1952 (June 4, 1952), p. 187, 
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ears has practically coincided with the f. 0. b. wholesale 
nadian mills in southern Quebec plus the 1 il freight from 
Ts, - alee, tO NeW York The New York & ity price is 

$1 below the base or zone 4 price 
While originally, the zone map was probably a general attempt to 
reflect differentials in freight throughout the United States and to 
average shipping costs of mills selling in various areas of the country, 
present pricing ul ler the zone syste! 10 longer accounts accurate ‘ly 

7 


for freight differentials. Reported the Department of Commerce in 


a recent study of the zone system used in the sale of new sprint: 


( raphie bounds inde @ ZO1 lelivered pricing system when the zones 
! ra delivery cost of news- 
‘lie However, subsequent 
» OPA zone map economic 
ditferentials ' 
neral freigh rate 
nly to the 
ight rate increase 
of control over 
Vv plan outside 


the zone system of prices should be 

prices for almost al! producers are identical 

Zone irrespt - of their distance from the point of consump- 

nd irrespective of varying freight rates applicable between 
rent plants and the point of consumption. It is apparent, too, 


that prices prey ling in a cits at has been des! nated as a port city 
may differ from other coastal locations wi identical port facilities 
and transportation costs ane r aspect of the zone system is the 
phantom freight rtain mills in those instance whe ‘re the 

included zone orien: exceeds the actual freight 

ug » destination, an reir eel ome freight where the reverse 

is true. W a re both r: | and water transportation art available, the 
consumer under the zone system may also be denied the benefits of the 
‘theaper form of transportation by virtue of the prices established for 


resp ctive zones 


h Agreements 1? Mong Ni int Companie S 
The subcommittee has sé ssi described in detail the evidence 
lable respecting agreements among newsprint companies relating 


r, and other marketing practices \t this point, therefore, 
Suramar y only for purposes of recapitulat ion vill be made of 


rlemM 
Pic 


this aspect of the subecommittee’s investigation. 
Phe earlic 
agreements among newsprint companies relating to the United States 


evidence obtained by the subcommittee with respect to 


ws back to ti tob er 4, 1937, at which t ime, evidence indicates that 
the sales manag ' Crown Zellerbach Corp. discussed and agreed 
upon hewsprint i es for various areas on the west coast with repre- 
sentatives of Powell River and another west coast competitor. Subse- 
quently, Crown Fellerback, Powell River, and other west coast news- 
print sellers were indicted for engaging in ‘fan unlawful combination 
| conspiracy to fix, maintain and control prices and terms for the 
f newsprint paper in interstate and foreign commerce.’ Principal 
pleaded nolo contendere and paid fines totalling $30,000. 


porta n Fact the Marketing of Newsprint, Transporta 
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yy Proxunatleis | Vear late r, a repr 
rint interests reporting his observations of t 
newspriat industry on a trip to Canada 
mequivocally that “The fact re 
nother agreement is 
markets, including the 
Evidence mor 
nadicates t 
upon 
Manusa 
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he world ou 
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hipme 
miver an 
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New 
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L pon the eXplracLon ot 


originally par 
t Co., a sales company, 
Organizers of | Overseas News] 


that there should be one price 


4s Pat 
“overseas section of the Canad 


in 
of representatives from St. Lawrence 


International as well as Bowaters of Ne 

to be adopted for the Indian market in 1942, : fr. Doan 

national was one of those selected to draw up a proposed plan for that 
area. The proper procedure to be folloy v in wsprint llers in 
India, according to the sentiments resst vy the head of one of 
those newsprint concerns whose representative attended the meeting, 
vas as follows: 


{ clo feel that 
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up in other British overseas dominions, and make the small frv who are not be t 
trusted pay through the nose It would probably be a good thing if some of ther 


were put out of business altogether. 


In 1941, a proposed plan to divide South American sales among 


newsprint producers was discussed by officials of the International 
Paper Co. and the Newsprint Association of Canada. The Latin 
American plan, if adopted, would have divided the markets of South 
and Central America, Mexico, Cuba, British West Indies, and other 
Caribbean islands as follows: 


Percent 
International 22. 34 
Consolidated 18. 53 
Price Bros 5.0 
St. Lawrence : 14. 12 


Coordinating many of the agreements with regard to foreign 
markets with respect to prices and quotas has been the Newsprint 
Association of Canada. Charles Vining, president of the association 
from 1934 to 1946 and chairman of the executive committee until 
1952, was trustee of the Seven Suppliers Agreement, previously ad- 
verted to, and representatives of the association were present at meet- 
ings of those party to the arrangement. The Newsprint Association 
of Canada, known by its cable address, “NEMAC,” was recognized 
by those in the industry as ‘expounding export prices and conditions 
of sale.’ “NEMAC,” once wrote a Scandinavian emissary, ‘“‘has 
set up for itself the general principle of caring for the common interest 
of the industry through domestic contacts, and leaves no doubt but 
that the association outside of this is concerned with price building 
and the division of orders, depending upon the rules under which the 
prices are fixed.”’ 

A discussion of pricing agreements in the field of newsprint would 
not be complete without mention of the Scandinavian newsprint 
cartel, otherwise known as Scannews. Consisting of newsprint 
manufacturers in Finland, Sweden, and Norway, Scannews’ principal! 
interests lay in the field of price fixing and production and marketing 
quotas. As this organization was described to the subcommittee by 
the Department of State, 


In 1935 newsprint manufacturers formed a Scandinavian-Finnish organizatio 


concerned with export markets \s mentioned above, a publication of tl 

Finnish Paper Mills Association reported that Scannews fixed prices, limited 
production, and divided markets. However, with the outbreak of World Wer II 
these arrangements were discontinued. At the present time our reports indicat 


that the organization is concerned with pricing policy.®! 


Attempts were made in 1938 to effect an international arrangement 
between Scannews and those companies which were members of the 
Newsprint Association of Canada whereby sales to various markets 
of the world, including the United States, would be divided between 
the two organizations. Whether these negotiations ever reached 
actual fruition or whether subsequent agreements between these two 
newsprint organizations have been arrived at is not presently known 
to the subcommittee. 


89 Cited in H. Rept. 505, pt. 1, 82d Cong., Ist sess. (1951) p, 101 \ 
$1 Hearings, Subcommittee on Study of Monopoly Power, 8ist Cong., 2d sess. (1950), serial 14, pt. 6-A, 


p. 1023 
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B. PROGRAM OF THE SUBCOMMITTEE, 1952-53 


The results of the subcommittee’s investigations into the newsprint 
industry, coupled with the many economic factors previously outlined 
in detail, made it clear that the best solution to the problems of 
competition and newsprint shortages lay in measures to increase the 
productive capacity of the industry to assure consumers of an adequate 
supply of newsprint in the future. Recognizing the salutary effect 
which constructive congressional action could have in implementing 
such steps, the subcommittee directed its efforts toward adopting a 
program which would result in encouraging private industry to expand 
productive facilities and assisting industry in overcoming obstacles 
which in the past had prevented or hindered the addition of new 
capacity. 


1. Cooperation of Department of Commerce 


It was essential, in formulating a program such as that contem- 
plated by the subcommittee, that technical aid and assistance be 


obtained from those acquainted with the complicated economics of 
newsprint production, supply, and distribution. Accordingly, the 


subcommittee requested that the Department of Commerce cooperate 
with it in achieving its broad objectives. Jointly, the Department 
and the subcommittee have worked together along the general lines 
of a program whose principles were set forth by the subcommittee in 
its report issued shortly after the project was undertaken.” As de- 
scribed in the report, the following are the salient features of the joint 
undertaking of the subcommittee and the Department of Commerce 


1. The Department of Commerce will, on behalf of the Government, explore 


the obstacles which have thus far militated against additional newsprint expan- 
sion in the United States 

2. The Department will consult with present producers in the field as well as 
with potential producers, including producers seeking to enter newsprint pro- 
duction via new techniques and processes such as bagasse, hardwoods, ete., with 
a view to obtaining new newsprint facilities which will fulfill our expansion goal 

3. In order to obtain accurate scientific and technological data upon which to 
appraise the value of new techniques and processes, the Department will obtain 
the cooperation of the Bureau of Standards and other appropriate laboratories to 
make definitive tests which may then provide a sound basis for future policy 
decisions regarding these technical innovations. 


4, The Department of Commerce will, at the same time, discuss with pub- 
lishers and representatives of publishers’ groups to obtain and coordinate what- 
ever aid and assistance the latter are able to proffer in expanding domestic news- 
print production. 

5. The Department of Commerce will likewise confer and coordinate its efforts 
with the activities of other Government agencies which may be concerned with 
the various aspects of obtaining new production such as financing, priorities, 
amortization, ete. 

It should be mentioned at this time that the cooperation of the 
Department of Commerce with the subcommittee has been of inesti- 
mable value to it in attaining the objectives of its program. Not 
only has the Department willingly assumed every undertaking re- 
quested of it by the subcommittee, but in its fulfillment of the obliga- 
tions incurred, it has performed work of outstanding character and 
of extremely high caliber. The subcommittee has been immeasurably 
assisted by the contributions of the Department, particularly the 
industrial development staff which has been responsible for carrying 


82 House Rept. 505, pt. 3, 82d Cong., 2d sess. (1952), p. 4. 
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material for the manufacture of newsprint. The use of the words 
“new sources of raw material’ is designed to be fairly inclusive, as 
the program is equally concerned with encouraging the commercial 
utilization of so-called waste products such as sugarcane wastes 
(bagasse) and straw, as well as the use of such neglected species of 
timber as hardwoods in place of spruce and other softwoods present 
comprising the bulk of newsprint compositio The designation 
new sources of raw materials also embraces tl deinking of w { 


papers for reuse as newsprint 


Also of importance in the program of the Department of Commer 


and the subcommittee has been the development of new areas 
softwood timber supplies for ne\ sprint lanuiacture The scoy 
of this aspect of the jotnt project inel s the poter litv of newspri 
production in Alaska where an abundan of : 
the Tongass National Forest 

The principal attention of the subcommitt in its work with the 
Di partinent of Commerce, has been directed toward the expansion 
of newsprint capacity in the United States or its Territories. This 
has been done not with the idea 1 mind of n ining the countr 5 
sufficient with respect ton vsprint but pecause ac itional production 
of newsprint is so essential, from any source, that the subcommitt 
believes no efforts should be spared to encourage private enterprise 
in enlarging domestic capacity of newsprint within the area of the 
subcommittee’s jurisdiction. This is doubly true when it is recognized 
that it is the publishers and the ee pres in th ountry which tI 
suffer from any future shortages of newsprint. The subcommitt 
considers additional economic newsprint production highly desirable 
whether in Canada, the United Stat 5. OF other nations of the worid, 
It believes further that within the United States and its Territories 
there exist substantial untapped sources of raw materials which, with 
the availability of technological knowledge and proper encouragement, 
private industry will be willing to convert into newsprint, 
2. Use ot bagasse mn thre manutaciure of tb pi nt 

a. Previous er perience with bagass The sub ommittee believes 


that in the development of new sources of raw materials for the manu- 


facture of newsprint lies one of the most promising solutions to the 
newsprint probelem. Such materials may provide a ready answer to 
the question Oj where additional m print expansion can oceur mm 
view of the limited forest potential of the United States, and, indeed, 
of the whole world. Not only does the of such materials constitute 


no further dram upon our diminishing timber areas but, if such 
materials are utilizes 
may actually be released for other industrial uses or for purposes of 
conservation. Furthermore, it is in the mterest of economy and effi 
ciency to find sound economic uses for material 
wise be wasted. 

In many instances, it may be possible that the use of these materials, 
many of which are presently of little if anv economic value, may sub- 
stantially reduce newsprint costs. Lower prices at profitable levels 


) 
, 
1 to their greatest tential, our forest resource: 


5S ) thie hy would ot} eCr- 


may result therefrom, thus supplving a partial resolution of the price- 
. : a ; I . I : 7 aoa 
production dilemma which has been discussed before. ‘These factors 


among others, prompted the subcommittee to direct tts initial efforts 
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at determining the economic feasibility of the utilization of bagasse 
(sugarcane wastes) as a raw material for the manufacture of newsprint. 

Proposals for converting bagasse into paper products were suggested 
as early as 1838, and the experimental use of paper made from bagass: 
occurred in the 1840’s and 1850’s. During the succeeding years, a 
number of commercial attempts to produce paper products from 
bagasse met with varying degrees of success. A plant in Louisiana 
produci ing pressboard from bagasse operated for about 2% years com- 
mencing in 1907 before it went out of business. Beginning in 1908 
a mill in Rio de Janeiro, Bri wzil, produced bagasse paper at the rate of 
1 ton of paper a day for 3 years, and in 1911 a plant producing paper 
from a mixture of bamboo and bagasse was started in Java. Other 
eiforts to convert bagasse into pulp and paper products have been 
made in such countries as Cuba where a mill produced diss onving 
pulp from bagasse by the De la Roza process in 1928, and in England 
where a pilot plant, built in 1939, still produces about 5 tons of 
bleached pulp per day from straw, bagasse, and other fibers. 

The first successful commercial use of bagasse may be credited to 
the Celotex Corp. which was formed in 1920 to produce board from 
sugarcane fiber for commercial purposes. Today, the operations of 
this company are extensive, and in its conversion of bagasse to paper- 
board it consumes approximately one-third of the bagasse produced 
annually in the State of Louisiana. 

Despite the attention devoted in the past to the production of pulp 
and paper products from bagasse, both on an experimental and com- 
mercial basis, it is significant that although there had been many 
positive indications that bagasse would be suitable for ne wsprint 
production, prior to the launching of the subcommittee’s program, 
newsprint comparable in all respects to standard newsprint paper had 
yet to be derived from bagasse In its report on the newsprint indus 
try submitted in 1951, the subcommittee had concluded after its 
preliminary studies that ‘‘P whan one of the most promising replace- 
ments for woodpulp in the manufacture of newsprint is pulp derived 
from the wastes of sugarcane, commonly called bagasse.” A Senate 
subcommittee, only a short time later, had also reached the conclusion 
that production of newsprint from bagasse “‘is practical and awaits 
only adequate financing for successful operation on a large scale.’’ 

Newsprint derived from bagasse had also been used in the publica- 
tion of editions of a number of prominent papers with promising 
results. In January of 1950, a special edition of the 100-year-old 
Holyoke Transcript-Telegram in Holyoke, Mass., was run on bagasse 
newsprint. The Savannah ae made a trial run with newsprint 
produced from bagasse on May 19, 1952, while on June 6 of the same 
year, the New York Journal of ‘Commerce printed a sheet of its 
regular press run on newsprint made from bagasse pulp. 

‘Preliminary reports of a scientific nature on the suitability of 
bagasse pulp in newsprint manufacture were also favorable. G. E 
Hilbert, Chief, Bureau of Agricultural and Industrial Chemistry of 
the Department of Agriculture reported to a Senate subcommittee 
in 1952 that it would be possible to utilize bagasse pulp in combination 
with other pulps in newsprint manufacture.” 


8 H. Rept. 505, pt. 1, 82d Cong., Ist sess. (1951), p. 19. 
«4S, Rept. 1404, 82d Cong., 2d sess. (1952), p. 229 
s8Id., p. 23% 
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In August 1951, G. H. Chidester, Chief of the Pulp and Paper 
Division of the Forest Products Laboratory in Madison, Wis., reported 
on a laboratory run of bagasse newsprint made by the De la Roza 
process indicating that the paper made in the trial “had physical 
properties approaching closely those of standard newsprint.” © Re- 
sults of the Forest Products Laboratory tests showed that newsprint 
produced wholly from bagasse was stronger and whiter than so-called 
standard newsprint paper although the tone ity was slightly lower. 
The latter defect it was felt could be remedied and that “with minor 
adjustments the standard physical porperties of newsprint could be 
attained.” 

b. Obstacles to the development of bagasse newsprint.—Despite the 
promising outlook for the development of an additional source of 
newsprint from the wastes of sugarcane, there were many obstacles 
to be overcome before newsprint manufactured from bagasse could 
become a reality. In the first place, no attempt had been made to 
ascertain with scientific precision the extent to which bagasse could 
fulfill all those qualifications which would be requisite if newsprint 
comparable to standard newsprint paper were to result therefrom. 
While certain experiments had been conducted by reputable agencies, 
it had yet to be determined that bagasse newsprint was equal in all 
respects to newsprint produced from woodpulps. It was therefore 
essential that a comprehensive analysis of the suitability of bagasse 
for newsprint manufacture be conducted by an authoritative body. 

c. Results of bagasse newsprint tests.—In order to determine whether 
satisfactory newsprint could be produced under existing processes 
utilizing 100 percent whole bagasse, the Department of Commerce, 
through its Bureau of Standards, conducted a number of production 
trials on a pilot-plant basis involving the manufacture of paper from 
bagasse. ‘To assure that no technological innovations would be 
overlooked, the Department, in advance of its trials, invited known 
proprietors of patented processes for manufacturing newsprint from 
bagasse to permit theic processes to be run in the Bureau of Standards 
pilot paper mill. Those cooperating in these test runs were: 
overlooked, the Department, in advance of its experiments, invited 
known proprietors of patented processes for manufacturing newsprint 
from bagasse to permit their pulp and paper to be tested in the Bureau 
of Standards pilot paper mill. ‘Those cooperating in these test runs 
were: 

De La Roza Corp.: Joaquin De La Roza, Sr., president, 120 
Wall Street, New York, N. Y. 

Valite Corp.: W. J. Amoss, executive vice president, Whitney 
Building, New Orleans, La. 

Chemcel Corp.: Frank Hayes, vice president, 4538 West 130th 
Street, Cleveland, Ohio. 

H. L. Horn, 135 Front Street, New York, N. Y. 

The tests of bagasse paper were conducted entirely under the super- 
vision of the Department of Commerce, although representatives of 
the proprietors were present in an advisory capacity while their proc- 
esses were beingrun. For purposes of comparison, tests were also con- 
ducted on paper made from whole bagasse using a kraft digestion 
process, paper produced from depithed bagasse, and paper made from 
lobolly pine chips. The trials were held at the laboratory of the 
Bureau of Standards where a pilot plant for producing paper has been 


Id., p. 229. 
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1h place 1Or mwanyV Veurs Adit ial equipment suitable LO iIneet the 
requirements of th arious processes bserved, Was s ipplied by the 
Bure iu oO} Standards oltentime yy the employme nt of co siderable 
skull aa Ineenuilty 

|) Strength of bag newsprint.-It was found by the Department 
of Commerce that bagasse 1 Wsprint is as strong and m many cases 
much stronger than standard ne sprint All of the processes tested 
produced newsprint equivalent or superior in strength to standard 
Hhewsprint paper. The additional strength inherent m bagasse paper 
Is highly desirable from thre pont of view of folding endurance and 
resislance to teal Follow nn’ wa ¢ mMpari On ol thy strength of 
bagasse paper with standard newsprint papers, including those used 


es \ 1 ¢ , Bed ws vo 
ly Lite \ vy York Times, the Washineto1 i ost. ana the Washington 
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2) Opacity of baaasse newsprint. Opacity is an important quality 
of newsprint Inasmuch as in hewspapet publication it 1s n cessaryv lO 
print on both sides of the paper. Excess show-through will mterfere 
with legibilitv and appearance and render any paper unsuitable for 
use as newsprint 

According to the Department of Commerce, a paper with opacity of 
less than 88 may be considered unsatisfactory for newsprint, while 
that with opacity exceeding 90 is unnecessarily good, since under 
normal circumstances commercial newsprint has an opacity of ap 
proximately 90. From the results of the tests on bagasse newsprint 
with respect to opacity, it appeared that paper of the De la Roza 
Corp. had an opacity of 92 compared with 90 for standard newsprint 
paper 
While its inability to fulfill the opacity requisites of newsprint 
was one of the obieetior Ss which had previously been raised to the 
utilization of bagasse as a newsprint source, it can be seen that the 
paper produced by the De la Roza process was not only accep able 
with r spect toopacity but, as th: Departmet tof Commerce concluded 
‘is a premium product in this respect.’ The Department also ob 
served that improvement in opacity of the Valite paper should present 
no great pro lems, 

3) Printability of bagasse newsprint Although a newsprint paper 
mav satisfy physical and chemical requirements, it cannot expect to 
be accepted by publishers for their newspapers if it is unsuitable for 
pru tinge’. The ability Lo take lt kK, the absen¢ @ ot strike-throuch, and 
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the clarity of impression, all these are important factors in determining 
the adequacy of a paper for printing. 

A sound indication of the ability of bagasse newsprint to withstand 
the rigors of commercial printing was furnished by the New York 
Journal of Commerce which had utilized bagasse nev print on two 
separate occasions in the printing of its editions. The favorabl 
reports of this publication with respect to bagasse are contained in 


the letter which is printed below in full. 


THe JOURNAL OF COMMERCE 
Ne Yo 9 Oe] i¢ mibe ] a I 15? 
Mr. Jesse J. FRIEDMAN, 
The De partme nl of C'or 
Washington, D. C 


Dear Mr, FrrepmMan: We have used the bagasse paper twice in our regular 


22 | l 


editions of the New York Journal of Commerce and find it to be very good paper 


It has more tensile strength with less chance of paper breaks than the ordinary 
rie wsprint. 
On our regular newsprint we use a standard newspaper ink with an oil base that 


sinks immediately into the paper. However, we find that this ink is not suitable 
to the bagasse paper as this has a hard finish and will cause offset on the proceed- 
ing paper as it goes through the press 

To overcome this a new type of ink would have to be made up which may cause 
trouble if it is not properly mixed. You cannot put any drier in this ink because 
it will dry on the rollers overnight, and it would be too expensive and practically 
impossible to wash the rollers on these large newspaper units, 

There are some presses that use the ink fountain with pumps that spread the 
ink on the rollers for distribution. Therefore, the ink that will have to be used on 
this paper would have to have enough flow so that you could spread it. We find 
that this is the only drawback as far as newspapers are concerned, and this can be 
very easily remedied by any standard ink company 

The reproduction of halftone cuts is excellent and all type shows up very 
clearly. 

Hoping that this answers all of your queries, I am, 

Sincerely yours, 











EK. D. MANNING, 
Prod iction Mar ager. 
The Department of Commerce also submitted samples of bagass« 
newsprint to the Government Printing Office for tests, and the 
Government Printing Office submitted the following favorable con- 
clusions with respect to the printability of the sample paper produced 
by the De La Roza process: 
Our tests show that sample B (0002) is suited for newsprint purposes witl 
standard news ink, but even better results have been obtained with ink which is 
heavier than the standard news ink. 


The subcommittee also requested that the Government Printing 
Office run sample copies of the Congressional Record on bagasse 
newsprint. ‘These copies, printed from a roll of bagasse newsprint 
produced by the Bureau of Standards, were run on a flat press 
and appeared to the subcommittee to be very readable editions of 
that publication. 

A Pliability a} bagasse ews pl int It is difficult to assess scientifi- 
cally the pliabilitv of newsprint since it encompasses a number of 
psvchological or sensory judgments not subject to exact measurement! 
Some indication of the pliabtlitv of bagasse papers was nevertheless 


highly desirable. The newsprint executives from a number of pub- 


i 
} 


lishing organizations were therefor requested by the Department of 
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Commerce to rate unidentified sample newsprints, including standard 
newsprint papers as well as bagasse newsprint papers, with respect 
to pliability. embracing such factors as softness, flexibility, ease of 
folding, ete. These newspapers included: 


1. Chronicle-Herald, Augusta, Ga. 6. He rald, Miami, Fla. 

2. Hearst Newspapers 7. Times-Herald, Washington, D. C. 
3. Courier-Journal, Louisville, Ky 8. Inquirer, Philadelphia, Pa 

t. Sun, Baltimore, Md 9. Record-Observer, Centerville, Md. 
y New s, Newark, N. J; 10. Herald Tribu e, New York 


While no exceptional reliability can be attached to tests of this 
nature, it is significant to note that of the bagasse papers tested, the 
Chemeel paper was considered suitable for newspaper use by about 
4 out of every 5 votes cast; the De la Roza paper by 2 out of every 3 
votes cast; the Valite by 50 percent of the votes, and the Horn paper 
by 30 percent. The only factual conclusion which can be drawn from 
the above is that for most of the bagass« papers tested, the majority of 
publishers found them satisfactory for newsprint use with respect to 
the factor of plis ability. 

5) Keonomic eon siderations of bagasse n WS Dp) int.—One of the most 
important questions arising, once it has been determined by its physi- 
cal characteristics that newsprint produced from bagasse ts suitable 
for publishing purposes, is whether production costs of utilizing bagasse 
ees in place of woodpulp compare favorably with those for the manu- 
facture of standard newsprint paper 

my converting whole bagasse to ne wsprint , approximately 1 ton of 


paper results from 2 tons of bagasse. Total cost of bs agasse per ton in 
Louisiana is estimated at about $9. Freight charges add another $1 
to $1.25 per ton to the costs of bagass¢ Chemical costs are moderate 
In the Bureau of Standards trials, such costs for ry DeLa Roza pro- 
cess were estimated at $13.25 per ton, although it is estimated that 


thre se chemical costs can be It din ed in coed operation 

KM xcluding labor, overhead, and certain other current costs which 
could be easily ascertained, a comparison of production costs, utilizing 
selected major variables only, reveals that bagasse ne wsprint is as 
reasonable to produce, if not cheaper, than standard newsprint p: uper. 
This is very significant insofar as the possibility of future production 
is ¢ one erned and is highly encouraging to a potential bagasse industry 
in the United States as well as in other nations of the world. 

The comparative costs of bagasse newsprint and those of standard 
newsprint paper, with respect to the major variable elements of cost, 
are indicated in the following table prepared by the Department of 
Commerce. 
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Approx mate range of prod iction costs per ton of newsprint; comparisons of selected 
major variable § only 





Standard newsprint 
Y B tes 
Iten Unit Ground- Chemical | newspri 
woodpulp pulp por- 
portion tion 
Raw material 
V ood 
Quantity required per ton of ground- | Cord Es 2.0 
wood or chemical pulp 
Cost per cord (delivered, peeled, read Dollar 20-31 20-3 
for processing). 
Cost per ton of groundwood or chemical do 22-3: 40-60 
pulp 
Bagasse 
Quantity required per ton of newsprint Con 
Cost per ton (delivered, ready for proe- Dollar 10 
essing). 
Cost per ton of newsprint do st 
Electric power 
Ground wood 
Energy required per ton of pulp Kilowatt-hour 1, 200-1, 300 
Cost per kilowatt-hour Mil 3.5-7.5 
Cost of energy per ton of pulp Dollar 4, 20-9. 75 
Chemical and bagasse, cost per ton of pulp do-_... 5O 0) 
Steam, cost per ton of pulp do 2. 50-3. 50 2. H-3. i 
Chemicals: 
Pulping, cost per ton of newsprint lo 5. 00 Of 
Bleach, cost per ton of newsprint do 0-4. 00 ” 
Furnish, cost per ton of newsprint do 1. 50 1. 50 7.3 
Total of selected variable costs 
Indicated range do 27. 70-44. 25 | 49. 50-74. 50 | 35. 25-4 
Weighted range (80 percent groundwood lo 32. 10-50. 30 
20 percent chemical 
Indicated average 41. 2 7. ¢ 
NOTE Above costs are for selected major Variables only, and do not include such other costs as fin . 
labor, and overhead 
(6) Conclusions from bagasse trials | he Important tests conducted 
bv the Department of Commerce with respect to newsprint manu- 
factured out of bagasse have been deseribed above. A summary of 


these and other conclusions of the Department indicate that it is 
technologically feasible to produce out of whole bagasse a newsprint 
satisfactory in all respects and superior in some for use as newsprint 
Costs for the production of this paper compare favorably with those 
for manufacturing standard newsprint paper. Best results for news- 
print production in the trials made at the Bureau of Standards were 
obtained by the De La Roza process, although Valite and other proe- 
esses showed definite potentialities for commercial utilization. Not 
only can satisfactory newsprint be made from 100 percent bagasse 
pulp, but such pulp can also be used in a mix with wood and other 
pulps to produce newsprint. Because of its excellent quality, bagasse 
is also suitable for other types of paper, including higher grade papers 
Raw bagasse can be stored over lengthy periods of time, thus assuring 
a constant and ready source of supply. 

It must be recognized that the Department of Commerce experi- 
ments were conducted on a pilot plant basis, and it therefore does not 
necessarily follow that the same results, particularly with respect to 
manufacture and printing, will obtein in regular commercial opera- 
tions. While accordingly it has not been demonstrated by actual 
performance that bagasse newsprint can be run at the high rate of 
speed attainable by modern commercial machines, there is nothing to 
indicate that bagasse would not prove as successful on a commercial 
basis as on a pilot plant scale. At least that is the opinion of persons 
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I he idustry who are acquaimt { with present industrial require- 
{ ’ ' } ' rn : 
nents for running paper on high speed machine Mhus, A. G. 
\ } ry 
vatwick, then Director, Pulp and Paperbeard Division. National 
1 } ‘ r 1 
Pro wtion Authoritv. and formerly affiliated with the Crowt Zeller 
mach ¢ 1) responded as follow tO w question as to whether running 
\ } } ! } 
augasse at regular mill Pees would be practicable in view of the 
! tamed by the Department of Commerce: 
I} 1 t whether ava as strengt ( rl)? That i + bagasse 
ra i ill? From 
| ! ‘ ‘ VS] paper, the swer would 
) 
: larly, the flat i" of bazass orint at the Government 
, ! 
Inime OF do not : | eally au r thy rar hud use Of Damasse 
1 } 1 
- i ¢ mommies 3 eecds OW COTMMeErchai 4 muting equip- 
( \ hel ! til ities) \ »f ie to »b nD! ml 
| {zh r has i iccesstuul used In prints editions of a 
in) QO epers, and the results ha‘ een hichly favorable Phu 
\ : 
} \ \ rork Journal of Clomy ree ren d to tt Dep ] LD) t of 
' ' 1 
Commerce that ‘We have used the bagasse paper twice in our revuial 
fitions of thre Yew Yor ] rn lo ( 1} ree nad find it ) e very 
1 
aper. It has m nsile sti th with less chance of pape 
ha it \ ordit : Sel ro 
iil ile a I ley Print. 


‘ “ | : ! | ? : es Sie ; 
On tie strength of all evidence available, therefore, it would appeal 


that the utilization of bagasse for manufacture of newsprint is ready 
for commercial development and private maustry 1s already pro 
ceeding on this basis 

d. Commercial potentialities for baqasse.—Assuming the suitability 


of bagasse for use cither entirely or in conjunction with other pulps 
in the manufacture of newsprint, it is important to consider the 
significance of this fact not only insofar as it may affect the future 
newsprint supply of the United States but also as the extent to which 


it maev contam potentialiti s for the mdustrial development of under 


1 ad } 
veloped areas of the worl 
T 


Al. 
It is estimated that in the United States alone about 750,000 to 
900,000 tons of sugarcane bagasse (dry basis) are produced annually. 


eo] 


By far the larger share of this is grown in the State of Louisiana, 
although a goodly portion is raised in Florida. About 250,000 tons 
of the annual bagasse output is presently consumed in board produc- 


tion. but most of the balance is burned either as fuel or in order to 


dispose oO} it with convenience it is estimated that the annual 


production of bagasse in the United States is sufficient to support at 


| two economic mills produc ing newsprint [trom Das 


\ — 
In Hawaii, about 1 million tons of dry bagasse are produced on an 
annual basis, with approximately 220,000 coming from the island of 


Maui, 405,000 from the island of Hawai, 217,000 from Oahu, and 


1 = : | q i] P a } + . 
21IS.,000 trom Naual. Lheore tweally, this iS enougn Dagasse to Manu 


facture about 500,000 tons of ne wsprint per year should all of it be 
devoted to newsprint product ion. Since all but 50,000 tons of Hawai- 
ian bagasse is consumed as fuel on the plantations themselves, the 


( or T R94 ( 
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cost of the bagasse is estimated at the replacement value of fuel 
which comes to about $6.25 per con. The cane-harvesting season n 
Hawaii extends from 9 to 10 months of the year, thus substantially 
reducing costs of baling and storage for paper-mill use. 

Cuba is another area rich in bagasse resources. About 5,630,000 
tons of bavasse were grown throughout ( uba in the year 1950 and 
6,372,000 in 1951 About one-half of the annual bagasse production 
in Cuba originates in the two eastern Provinces of Oriente and Cama 
giiev. While the sugar mills consume bagasse as a fuel, there 
large annual surplus of bagasse which is now burned as waste and 
which could otherwise be used newsprint production, ‘To 
extent that bagasse now used as fuel were diverted to paper use 
fuel would have to be replaced, probably by imported oil. 


Large quantities of bagasse are also avatlable in other Latin Am 
can countries, Including Brazil, Mexico, and the Dominican Repub! 
In Puerto Rico with an annual production of over 1.300.000 tons of 
bagasse (drv basis), the outlook is highly encouraging for a possib 


pulp and paper industry based upon bagasse 
While naturally t 


named above as well as in other countries of the world depends upon a 


e effective utilization of ba: in the nations 





number of economic conditions which varv locally, it is significant t 
note the tremendous potent il of bagasse Annual production of 


| 4 tor } , *4 5 

bagasse on a worldwide basis runs to about 25 muilion tons If it were 
: } , a : | , | — — , 

economically feasible to utilize all of it m the anittacture of news 


print, il would theoretically bye possible to produce more than 2 
million tons newsprint on a vearly basis. When it is realized that 


1]? } . 17. ‘- sf) 
the world’s total production of new sprint during 1952 was 10,656,000 
tons, some idea of the potential significance of bagasse im directly 


plies mav be obtaimed 


and mcireetly augmenting our newsprint suf 
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World availability of sugarcane bagasse for all purposes (bone-dry basis— Estimated on 


the basis of centrifugal cane-suqgar production Continued 
Short tons; 
Continent and cou 1954 19 
Other North American and Ceutral American countries—Continued 

St. Lucia and St. Vincent 14, 000 14, OOF 
rinidad 160. 000 170. OO 
Subtotal 8 970.000 10. 668. 00 

Total, North and Central Americ u iding Uni States 
and Territor 12. 152, 000 13, 795. M 


) on) 
CT i (Mainiand 400. O00 1K) 
I : £10. OOF 
French Indochina 7. 000 
India 1, 500, 000 1, 60) 
Indonesia 410, 000 ix 
Pakistan 60, 000 0 
Philippine 50, OOO 1 Oo) 
Thailand 35, OK 7 MK) 
I Asia nn 1 \ 
South A : 
Argentina 720, 000 760, 00 
Bolivia 000 
Brazil 1 800. Of My 
British Guiana 250, OOF 260, OOK 
Colombia 290), OO) 0), OO 
I 61, 000 60, DOL 
Paraguay 26, OOO 
Peru 5. 000 
nnan 4, 000 +, OOO 
Uruguay) &, OOF 4 iH 
Venezuela 00 0 
Total, South A i 3 670. 000 2 S64. 000 
Africa 
Belgian Congo 15, 000 17, OO 
British East Af i 1), 000 10), OOK 
Egypt 9 Kn 290, 000 
Madagascar 15. 000 0, 00 
Mad Isl s Az 0) "0 
Ma 1 ( 
Mozambique 105. 000 5. OOO 
Ar la ( 
Reunior ’ 120, 000 140, 000 
Union of South Africa 700, 000 
Total, Africa 1. 840. 000 1. 747. 000 
Oceania 
Australia 1. 100. 00 wo O00 
Fiji 135. 000 1) OOO 
Yotal, Oceania 1, 235, 000 1, 030, OOO 
World total 22, 574, OUO 24, 743, 000 
{utual Se Ad : 


( Reece nt de ¢ lop ents i bag N¢ The work ot the subcommittee 
and the Department of Commerce in the field of bagasse has stimu 
lated worldwide interest in bagasse as a possible substitute for wood- 
pulp in the manufacture of newsprint. From Argentina, the Domini- 
can Republic, Cuba, India, South Africa and Mexico come reports of 
interest in newsprint producing facilities utilizing bagasse. In the 
United States, a certificate for accelerated tax amortization has been 
granted to the Valentine Pulp & Paper Co. as of February 27, 1953, 
for the construction of a small newsprint mill near Lockport, La., 
which would utilize bagasse. Costing about $2.6 million, the 
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capacity of this mill will be about 50 tons a day. The mill is now under 
construction and is expected to be completed early in 1954. 

Thus, it can be seen that great strides have already been taken in 
the launching of a newsprint industry based upon bagasse. As 
familiarity with the handling and uses of bagasse increases and tech- 
nological knowledge develops, the industrial horizons for bagasse will 
continue to expand. 

3. Other promising sources for newsprint—Although the subcom- 
mittee devoted its initial attention to bagasse, it also included in its 
program with the Department of Commerce the consideration of 
other new materials for newsprint manufacture, the development of 
the virgin timber areas of Alaska for the production of newsprint, 
and the investigation of potential forest areas of the United States 
capable of furnishing additional woodpulp for newsprint. Work 
on these further portions of the program are still under way, but they 
may be briefly noted in this report 

Hardwoods. While the continued depletion of our softwood 
forest resources has caused considerable consternation, it is worth- 
while to note that, according to the most recent comprehensive survey 
of the Nation’s forest resources, our annual growth of hardwoods 
exceeds the annual drain by 20 percent. Present composition of news- 
print paper manufactured in North America is almost 100 percent 
softwood, with spruce, firs, and hemlock being the most preferred 
species along with substantial amounts of southern pine pulped by 
United States newsprint mills located in the South. When it ts 
realized that there is a surplus of hardwoods in the United States, it 
can readily be seen how the successful utilization of hardwoods in the 
manufacture of newsprint would not only be a boon to the conserva- 
tion of our natural resources but would permit additional expansion 
of domestic newsprint producing facilities as well. 

A number of developments have occurred with hardwoods which 
augur well for the future use of pulps made therefrom in newsprint 
Semichemical processes utilizing both chemical and mechanical treat- 
ment methods of wood, have proven successful in producing samples 
of newsprint. Perhaps the most notable experiments with hardwoods 
have been conducted by the New York State College of Forestry 
where the technique for the production of ‘‘chemigroundwood”’ pulps 
from hardwoods has been pu meered and deve lope dd. Suecessful 
results have also been achieved with semichemical pulps by the Forest 
Products Laboratory. Based upon its investigations, the Forest 
Service has recently concluded that: 

* * * hardwood pulps, including semichemical and ground woodpulp, may 
successfully make up as high as 80 percent of the total fiber content of news- 
print. 

The Forest Service recognized, however, that with respect to the ap- 
parent success of hardwood processes in the manufacture of news- 
print, ‘‘* * * large-scale commercial trials are needed to confirm 
these results’”’ 

There has been some commercial experimentation with the use of 
hardwoods for newsprint with generally favorable results. It is 


89S, Rept. 1404, 82d Cong., 2d sess. (1952), p. 217. 
0 Ibid. 
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reported that the Ontario Paper Co. consumes in tbeir newsprint 
mill at Thorold, Ontario, about 12 percent poplar during 8 months 
of the vear, with a satisfactory newsprint resulting therefrom.” 


Great Northern Paper Co. is spending $45 million to erect a plant at 


and 


Kast Vinkiinocket, AMilaine, to pl iuce Chemign undwood pulp 
nt fr ss | 3 } ! | . j j : Pee 
ne sprimn rom baradwoods nich ib reports Can be adone succe stully on 
commercial basis Lccording toa reeent article, “D. W. Ambridge 
} 1 “1 , °. 
president Abitibi Power and Paper Co., Ltd.. has said that Abitibi 
also is doing much research on sulphite pulping of all species of 
harwooc eo and similar research is beine carried on by 
| Loi irhe oll Clanadian concerns A recent issue ol the 
Pay i. Tan } 4 1Q5 At es ines aa lanmant 
ip ira nha ULV 24 ») reports signiheant developnrients 
I 1 1» . } 
v Richmond | ulp «a P: per Co. of Canada, Lid -, ae semichemical 
) I } of | rerwe ads lo icG@Ws init 


. , oo 
In Italy, the use of hardwoods in the manufacture of newsprint has 


1 ) ’ 1 } } } 

Deer \ MSIV op ‘) Ltnat eountry 1 employed on a Commerclai 
} } 4 { ' 1 ] 

scale in the production Of WOOapulp beeause of the marked absene: 

ol yun ferit sOLrtwoos res ees Chyr'e¢ iwhout the country. 


[t is cle ar irom the above that while much 1s still to be done with 
respect to hardwoods, many significant steps have already been 
taken toward making the commercial manufacture of newsprint 


h Wheat straw. OGne of the most promising Vel often overlooked 
sources for additional production of newsprint in the United States 
is wheat straw. About 95 million tons of this material are produced 
( i year on the Na ion’s farms, only half of which Ls needed either 
in agriculture or industry. Surveys of straw potential have been 


1 | & ] ] gf % ! ! | 
made In severai States, nctuding Colorado, icansas, and Ne braska, 


and these studies indicate that at least two prospective sites for a 
newsprint mill at avilable in each of these jurisdictions. Other 
straw resources are available in New Jersey, Texas, Oklahoma, the 
Dakotas, and Montana which could be devoted to newsprint manu 


a 


Important findings with respect to utilizing straw pulps for news 
print have alr ady been made by 1 Spe ctable scientific organizations. 
Over the last several years the Northern Regional Research Labora- 
tory ol the Department of A 1c] lt re has conducted several suecessful 
expr riments utilizing straw pulps for newsprint. The outcome of the 


Lab rratoryv’s experiences with straw puly s wert recently deseribed by 


the Department as follows 





Che first of these neriments Was run at the request of the Ontario Paper C 
r] ro E Mmitar a a lI the newsprit for the Cnicago ‘I ribune al { 
the New York | ily News The lesired to determine, during the emergency 
immediately aft the World War II in 1949 he t! price of wood pulp wa 
advancing so rapid if othe ra ater! ay 1 ; pulpwood would be suitable 
as a supplement in newsprint manufactur \t that time a new chemical proce 
for pulping stra had bee leveloped by this Bureau which gave a higher yield 
of strong pulp than | previous methods, and this process was used for pre paring 
the straw pulp on a commercial seale at the Ontario mill This pulp, after 
screening, Was given 8 mild bleaching treatment and was blended with the standard 
mixture of mechanical and spruce sulfite pulps to the extent of 17 to 20 percent 
of the total pulp used in making the paper Chis blend was run on a large high- 
speed dern newsprint paper machine for 7 to 8 hours, producing from 35 to 40 
tons of newsprint paper ) anges were I uired in the paper machine opera- 
tion and the straw pulp was entirely satisfactory from the standpoint of manu- 

AN \ } 
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facturing operatiot! The paper so prepared was judged be of somewhat 
better formation and smoother finish than standard newsprir It was shipped 
to the Chicago Tribune and run into 163,000 copies of a 28-page edition without 
a@ single break on the presse The printing characteristics of the paper wer 
enough improved over the standard sheet so that it Was possible to determine 
by inspection which paper contained the straw pulp this rum proves definitel 
that bleached straw pulp replace all or most of pru pully 
the chemical, strength-conferring constituent in standard newsprint, whe S¢ 
with fresh mechanical ground wood 

c. Deinking newsprint.—For many vears it has been —e that old 
waste newspapers could be re-used to produce newsprint by the oe 
expedient of deinking. Nevertheless, the physical difficulties inherent 
in removing the ink and still maintaining the properties of the res ‘iting 
paper have been hard to overcome. Pioneering work in this field was 


done by Gary Paper Mills, Inc., of Gary, Ind., which recently operated 
a small newsprint mill for several years with a capacity of 12,000 tons 
of newsprint per vear. The company, owned by a number of mid- 


western publishers, engaged in the actual production of newsprint for 


over 2 years and sold its product made by the deinking of wast 
papers to the 11 newspapers holding interests in the mill. 

It is evident that there is still much work to be done in this area 
But the results may be expected to be exceptionally gratifying one 
certain technical obstacles have been ov: reome, and deinked papers 
could well be one of the 
in the future 

d. Alaska.—It has long been recognized that in the Territory of 

Alaska there exists a vast potential for increased 
in the magnificant and untouched timberlands lying principally within 
the Tongass National Forest. Here stand approxim ately 78. billion 
board-feet of timber comprised chiefly of western hemlock and 
spruce, softwoods ileal for newsprint mamulacture Altogether, the 
Tongass National Forest contains enough timber to support from 4 to 5 
newsprint ni ills, each with a capac it) ol 500 to 600 tons per aay 

While Alaska also has sources for the developme 7 of hydroelectric 
power, potential plant sites, and an abundance o fresh water, all 
factors of importance in the de velopment of a ae industry, 
expansion of facilities in Alaska has been hindered by virtue of high 
labor costs and shipping costs from the Territory to the United States. 
The imports ince of these factors has decreased yearly, however. A 
major pulp plant in Alaska op rated by the Ketchikan cup Co. is 
scheduled to go into production as of July 1, 1954. It will have a 
capacity of approximately 350 tons of dissolving pulp per day ‘and will 
have cost about $40 million to erect. The « company has a 50-yea 
contract for ~ in the national forest that wui yield it about 8 
billion board feet, or 10 percent of the national forest timber in Alaska 

Interest in ne mage producing facilities in Alaska has been ex- 


primeipal solutions to the newsprint problem 


hewsprint production 


pressed bv the Georeta Pacifie Plywood Co. which has just been 
eranted a certificate of necessity and accelerated tax amortization 
for a $54 million newsprint mill of 155,000 tens annual capacity to bi 
located near Juneau.’ It ean thus be seen that the obstacles to the 
development of Alaskan timber resources are gradualiv bemg over 
come and that the successful production of pulp and paper products u 
the Territory is now much more than an eventuality Nevertheles 

considereble work remains to be done in launching a suceessiul new 


print indusiry in this part of North America 
~ 8. Rept. 1404, 82d Cong., 2d sess. (1952), p. 238 
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e. Forest areas of the United States.—It is important, in the search 
for additional sources for newsprint production, that no prospective 
area which might prove rewarding be overlooked. Suggestion has 
been made by industry representatives that the Olympic National 
Park contains a wealth of timber resources which could substantially 
add to the Nation’s newsprint producing potential without endanger- 
ing the recreational value of the location in question. Thus, at a 
meeting of the Newspaper Industry Advisory Committee which the 
NPA held on June 26, 1952: 

\ committee spokesman ventured the opinion that the Government would best 
encourage the expansion of newsprint production in the United States by making 
more readily available the raw materials necessary for that production. He 
called attention to two areas in the Northwest—one on the Olympic Peninsula, the 
other the Tongass National Forest in Alaska—he said the former could, under 
proper safeguards to assure the perpetuation of the natural resources, provide a 
perpetual supply of raw material. The development of these raw material sources 
would assure a supply for the production of 800,000 tons of newsprint a vear, h 
estimated. 

The timberlands in the Olympic National Park, at present inaccessible for any 
public purpose, would benefit from proper logging operations, the committee 
member emphasized. 

In view of the possibility of additional timber supplies within the 
Olympic National Park, there should be ascertained the reasons for the 
existing boundaries of the park, the factors underlying the recent addi- 
tions to the park, and the potential newsprint production which could 
be obtained from the park without depleting our natural resources or 
injuring the recreational value of the area. Emphasis should be placed 
upon the ability or this area to support a new independent newsprint 
mill in the Northwest. 

Attention should not only be confined to the Olympic Park region 
but should also be focused upon increasing our timber supplies by more 
intensive management of the national forests. Much of the potential 
of these areas is as yet to be availed of. Many miles of roads would 
bring access to virgin timber areas or areas in which diseased or other- 
wise wasted timber is being allowed to go unused. Obtaining the 
maximum economic benefit from our existing resources is just as im- 
portant to a sound conservation program as is developing new sources 
for newsprint production. 


$6 Minutes, Newspaper Industry Advisory Committee, National Production Authority, June 26, 1952, 





FINDINGS AND RECOMMENDATIONS 


Newsprint is one of the most important commodities in the Ameri- 
can way of life. It at once supplies the basic raw material for keep- 
ing our Nation informed of local and worldwide events, transmitting 
ofttimes conflicting ideas and concepts to the arena of public opinion, 
and stimulating the national demand for the manufacture of articles 
upon which our mass production methods depend. ‘To the demo- 
cratic process it is an essential element the lack of which would cause 
the constitutional safeguards of freedom of speech and press to diminish 
significantly in importance. 

For more than a decade, there has been, with intermittent periods 
of relief, a continuing newsprint shortage both in this country and 
abroad. The extent, if any, to which this shortage has caused papers 
to cease publication, curtail editions, merge with other newspapers, or 
be unable to commence publication, difficult to ascertain. But 
congressional investigation after cong sieaitiaal investigation has re- 
affirmed the conclusion that tight supplies of newsprint recurring over 
a period of many years has worked a serious hardship upon news- 
papers throughout the world. 

While prospects in 1953 for fairly adequate supplies of newsprint 
during the year are more favorable than they have been for many 
months, the time has not yet been reached where efforts to assure ad- 
equate supplies of newsprint can be in any way relaxed. Many factors 
qualify the balance of newsprint supply with demand even at this time, 
among them being the price of newsprint paper, governmental regu- 
lations in some areas restricting newsprint consumption, and exchange 
and currency difficulties preventing newsprint purchases in dollars. 

All estimates of newsprint demand in the future, both in the United 
States and abroad, indicate that the requirements for newsprint 
throughout the world will continue to increase, both over the long and 
near term. The American Newspaper Publishers Association, the 
President’s Materials Policy Commission, and the Department of 
Commerce all foresee rising newsprint consumption in the United 
States now and in the next decade. Consumption in the rest of the 
world, now barely ee pre-World War II levels, is bound to 
grow at an even greater rate. ‘There must therefore be an assurance 
of ade ‘quate produce tes facilities capable of satisfying this constantly 
increasing demand for newsprint in the future. 

Despite the need for continuing to increase newsprint production, 
there are many actual or potential obstacles to expansion of capacity 
in the industry. According to industry spokesmen, existing price 
levels do not make the production of newsprint relatively as attractive 
as the manufacture of other pulp and paper products. High capital 
costs for new mills and low rate of return on total investment are 
reported to have deterred venture capital in the newsprint industry. 
Depletion of essential forest areas together with the constant demand 
from other sources for wood and woodpulp products, limits poten- 
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tialities for growth in the industry. The need for continued and 
unremitting efforts to augment our present newsprint sources is 
therefore apparent. 

The subcommittee has previously dwelt at length upon those factors 
in the newsprint industry affecting competition therein and their 
results upon the supply and price of aewsprint (H. Rept. No. 505, 
pt. 1, 82d Cong., Ist sess. (1951)). It has no further comments to 
make upon this aspect of the newsprint problem at this time except 
to state th: . no evidence has been brought to its attention since the 
issuance of its prior report which would substantially alter the con- 
clusions amin d therein. 

Perhaps the most effective method of solving the problem of com- 
petition in the newsprint industry, the problem of short supplies and 
recurring shortages of newsprint, and the problem of rising newsprint 
prices and repeated black market conditions, is to increase news- 
print production. While the subcommittee believes that increased 
production in any area of the world, including Canada, Scandinavia, 
and other European countries would be desirable, it nevertheless 
recognizes that there are many factors which limit the possible expan- 
sion of newsprint capacity in these areas. Additional domestic pro- 
duction would also provide further safeguards for American publishers 
against industry practices beyond the effective reach of the laws of 
the United States. Accordingly, the subcommittee believes that 
primary efforts should be concentrated on increasing newsprint 
production in the Territories or within the continental boundaries 
of the United States. 

Because of the limitations imposed by the annual drain upon the 
Nation’s softwood forests, the most promising areas for additional 
newsprint production lie in the development of new techniques and 
processes for newsprint production and the discovery of alternative 
sources of pulps for newsprint manufacture. The successful com- 
mercial development of deinking papers on a widespread scale for 
reuse as newsprint would go far toward assuring an adequate supply 
of newsprint m the future. The ability to utilize hardwoods in place 
of softwoods in blends of pulp for newsprint would permit the enlarg- 
ing of newsprint capacity in the United States as well as in other areas 

of the world. The economic conversion of waste products such as 

straw into pulp for newsprint would also be a long step forward in 
finding a solution to the need for additional sources for newsprint 
production 

The use of bagasse in the manufacture of newsprint must be dealt 
with realistically. Salas is today one of the most promising sources 
for additional newsprint production. It has been proven beyond 
successful contradiction that chemical pulp derived from bagasse, 
used by itself or in combination with other pulps, can produce a 
newsprint paper comparable in all respects and superior in some to 
stand: urd ne wspril it paper. W ith 1 res card to suc h fac tors as strength, 
opacity, printability, and pliability, bagasse is as satisfactory as 
standard newsprint paper. The strength of bagasse indicates that 
there would be no problem in running it on high- speed commercial 
machines and the New York Journal of Commerce has already used 
bagasse in the printing of its editions and has found it “very good 
paper.” As the costs of bagasse newsprint production also compare 
most favorably with those for the production of standard newsprint, 





THE NEWSPRINT PROBLEM 13 


it is evident that bagasse as a source for newsprint meets all the require- 
ments for commercial development. 

In the United States, sufficient quantities of bagasse are produced 
annually to support at least two economic newsprint mills in the 
South. Bagasse in Hawaii and Puerto Rico can furnish additional 
sources for expanded domestic newsprint production. The world- 
wide bagasse potential is even more impressive, with some 25 million 
tons of bagasse resulting annually from the harvesting of the world’s 
sugar crop. Theoretically, if it were economically feasible to utilize 
all of this bagasse for the manufacture of newsprint, it would im- 
mediately result in an increase of more than 100 percent in the total 
world newsprint supply. 

In addition to developing new sources of raw materials for the manu- 
facture of newsprint, additional capacity can also be based upon our 
existing forest potential. Intensive management of existing forests 
could support further newsprint production, as could the forests now 
lying idle in the Territory of Alaska. It is by now a foregone conelu- 
sion that a pulp and paper industry will eventually emerge in the Ter- 
ritory. To accelerate its development and to assure that a substantial 
portion of its production will be devoted to newsprint should be the 
immediate goals of those interested in the increased production of 
newsprint. 

To assure adequate supplies of newsprint in the future will require 
a program of united efforts on a broad front. Industry can assist 
by taking advantage of technological innovations and discoveries 
which can expand the capacity of existing facilities or which make 
practical the erection of new facilities. Government can assist private 
enterprise by making available to business the latest information with 
respect to new processes, new techniques, and new sources for news- 
print. It can also reduce the impact of high construction costs and tax 
rates by granting accelerated tax amortization privileges to new o1 
expanded facilities. 

Congress can be of particular assistance in providing the initiative as 
well as the encouragement for scientific advancement, new inventions, 
and the full utilization of existing resources for newsprint production. 
While criticism will avail us little, a constructive program with wide 
horizons can do much to provide an abundant supply of newsprint 
at reasonable prices for all purchasers in the future. 

The specific recommendations of the subcommittee are as follows: 


L. ConTINUING PROGRAM FOR NEWSPRINT DEVELOPMENT 
A. COMMITTEE ON THE JUDICIARY 


The committee’s work in the field of newsprint has resulted in some 
of the most important and significant developments to come from over 
a decade of congressional studies and investigations in this area of the 
economy. Its joint program with the Department of Commerce to 
expand newsprint productive capacity has been an _ affirmetive 
approach to a problem which has generally evoked criticism instead 
of constructive assistance. The committee’s efforts have represented 
a positive contribution toward stimulating private investment and 
new competition in an industry which has been frequently character 
ized as noncompetitive. 
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The subcommittee recommends that the committee continue its 
efforts in the field of newsprint. It recommends that the committee 
coordinate and supervise the completion of the work already under way 
with respect to newsprint and that it see to it that the recommenda- 
tions contained in this report are carried to their conclusion. The con- 
tinuation of the committee’s efforts toward promoting additional 
competition and production in the field of newsprint can be effectuated 
on the same constructive basis as in the past without any special 
appropriations from the Congress and without travel or other special 
expenses on the part of the committee. Accordingly, advantage 
should be taken of this excellent opportunity to stimulate competitive 
enterprise in the newsprint industry and, at the same time, augment 
our newsprint supplies. 


B. EXECUTIVE AGENCIES 


The importance to the United States of assuring adequate supplies 
of newsprint has been incisively stated by President Eisenhower in 
the following terms: 

It is my firm view that nothing is more important to the collective security 
efforts in which we are engaged than an enlightened public, alert to the dangers 
we face and fully understanding the issues involved in the “cold war.’’ The 
printed word is a vital link in the chain which united free peoples in our common 
cause. It is moreover, a potent force in our campaign to place the truth before 
the captive peoples behind the Iron Curtain. ‘This whole concept presumes a 
heavy reliance on various media in advancing the cause of democracy. A con- 
tinuing supply of newsprint adequate to fulfill the needs of the press, not only in 
the United States but in free areas all over the world, is of the greatest impor- 
tance in this process. * * * I would even go further and label it as one of our 
most potent weapons. 

The subcommittee agrees wholeheartedly with this clear-cut appraisal 
of the national and international significance of newsprint. 

The problem of assuring a continually increasing flow of newsprint 
to meet constantly growing demands is one of major proportions. 
It can be resolved successfully only by mobilizing the combined re- 
sources and talents of all executive agencies which are experienced in 
this field, including the Department of Commerce, the Department of 
Agriculture, the Department of State, the Department of the Interior, 
and the Mutual Security Agency, as well as others. 

In order to focus more effectively the efforts of the various Govern- 
ment agencies in this regard, methods must be adopted for synthesizing 
and coordinating their activities. The subcommittee recommends 
that this be accomplished in the following two ways: 

(1) An Interagency Committee on Newsprint should be established 
for the purpose of integrating activities necessary for carrying out the 

‘ecommendations contained herein. 

(2) The Department of Commerce should continue to exercise the 
central responsibility in the executive department of the Government 
for achieving expanded newsprint production. It should chair and 
coordinate the activities of the Interagency Committee on Newsprint 
and should have primary responsibility for seeing that the recom- 
mendations contained in this report are carried out. 
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II. Continuina Stupres or New Sovurcss or Raw MareEriau 
A. ALASKA 


It is generally recognized that newsprint production in Alaska on a 
large scale will eventually be realized. But whether such production 
will occur within the foreseeable future or not until the lapse of many 
years cannot be presently ascertained. It is obvious, however, that 
at the moment the development of newsprint production in Alaska has 
hit an impasse. ‘This impasse must be broken by positive action and 
the employment of vision and imagination. 

The subcommittee therefore recommends that the Department of 
Commerce in the report it has undertaken to do for the committee on 
Alaska include a study of all economic and technical factors, including 
transportation and other conditions which are impeding the utiliza- 
tion of the forest resources of the Territory of Alaska for the manufac- 
ture of newsprint. 

In conjunction therewith, the Department should prepare a blue- 
print for a newsprint industry in Alaska on an economic, self-sustaining 
basis financed by private capital. Such blueprint should indicate 
how each of the specific obstacles disclosed in the economic study of 
the Territory can be minimized or overcome. 


B. DEINKING 


The possibility of deinking waste papers and thereby opening up a 
vast new supply of raw materials for the manufacture of newsprint 
has long intrigued the imagination of those familiar with the problems 
of increasing newsprint production. It has often seemed that we 
were on the precipice of a new technology which would open up this 
source of supply, but each time the great expectations held out for 
such a development never materialized. 

We can, however, profit by the mistakes of the past. The mill 
which recently produced deinked newsprint in Gary, Ind., is no longer 
in production. Since substantial sums of Government money were 
invested in this enterprise it is doubly important to ascertain the 
reasons for its failure so that the same errors may not be repeated. 
In its study of deinking for the committee, the Department of Com- 
merce should therefore include an analysis of the basic reasons for the 
failure of the Gary mill, so as to determine whether its demise was 
due to excessive production costs, inefficient or unsuitable deinking 
processes, or a combination of these and/or other factors. 

Other efforts are necessary to overcome the obstacles to successful 
deinking of waste newspapers. There are a number of basie problems 
involved to which attention must be directed. They include: 

(1) The development of a successful process which will deink with- 
out damaging the paper fibers. 

(2) The development of an ink which is technically equal to and 
as economic as standard as well as newly developed inks, but which 
can be deinked more readily than such inks. 

In order to resolve these problems, the subcommittee recommends 
that the Department of Commerce should organize a cooperative in- 
dustry research program which would combine technological com- 
petence in the field of inks, the field of paper production, and the field 
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of newspaper operation to attack from all sides the knotty problem of 
successful deinking Reports on the progress of such a cooperative 
industey research program should be furnished to the Committee on 
the Judiciary as completed. 


C. HARDWOODS 


Che Department of Commerce is engaged in a study of great signifi- 
cance involving the use of hardwoods to supply the raw material for a 
large-scale expansion of newsprint production in the United States. 
This study had its inception as part of the broad program undertaken 
by the Department of Commerce during the summer of 1952 for the 
development of new sources of newsprint raw materials. The study 
will cover the latest technological developments in hardwoods utiliza- 
tion in Europe and the United States. A basic objective of the study 
is to determine the technical and economic feasibility of establishing 
newsprint mills using such new technologies at various specific locations 
in the United States. Another major aspect of the study involves the 
determination of the practicability of cultivating particular hardwood 
species on available lands on a sustained yield basis to provide abun- 
dant raw materials for such mills. 

While a beginning has already been made in the United States in the 
utilization of hardwoods, the full potentialties of this source of raw 
material for newsprint have hardly been tapped. ‘The Commerce 
Department project has evoked the strongest interest on the part of 
congressional committees, private industrial companies, research or- 
ganizations, newspaper publishers, and regional groups. The sub- 
committee believes that this report will constitute a major contribu- 
tion to the development of a new industry in the United States. The 
subcommittee therefore recommends that the Department of Com- 
merce complete this study as promptly as possible, with the same 
excellent quality and thorough documentation which characterized 
the study previously submitted to the Committee on the Judiciary on 
bagasse. 


D. BAGASSE 


Because of its familiarity with the subject and its successful studies 
and investigations relating to the conversion of bagasse into newsprint, 
the Department of Commerce should continue its studies with respect 
to newsprint made from bagasse and should report to the Committee 
on the Judiciary the latest developments in bagasse newsprint through- 
out the world, including such countries as Cuba, India, Brazil, and 
other major sugar-producing nations. The Department should also 
report on the significant trends with respect to bagasse newsprint 
development in the United States and its Territories, including the 
progress of the new mill being erected by Valentine Pulp & Paper Co. 
in Louisiana, and the coope r itive project of Crown-Zellerbach and 
the Hawaiian Sugar Planters’ Association. The Department should 
also conduct tests utilizing such new processes for the conversion of 
bagasse into newsprint as were not studied previously, and submit 
comparable reports to the committee as to the suitability of such 
processes for the manufacture of newsprint paper. 

The subcommittee further recommends that the Department of 
Commerce should also expand its studies pertaining to bagasse so 
as to embrace the production of other related pulp and paper products. 
The ability to diversify production would undoubtedly encourage the 
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erection of more economical mills which could turn out newsprint 
along with other products manufactured from bagasse. Studies 
should be made and reports rendered thereon as to the feasibility of 
producing dissolving pulp for rayon from bagasse, manufacturing 
nitrating pulp for explosives from bagasse, converting bagasse into 
other pulp and paper products, and the use of bawasse in plastics 


E. OTHER RAW MATERIALS 


The Department of Commerce should also continue its studies as 
outlined in its first progress report to the subcommittee with respect to 
other new raw materials in the manufacture of newsprint, and report 
thereon to the Committee on the Judiciary. Studies similar to those 
made with respect to bagasse should be concluded with regard to 
such products as wheat straw, saw grass, and jother fibrous raw 
materials. Only after such complete and thorough investigation can 
it be determined with assurance whether pulps derived from such 
materials are or are not adequate substitutes for wood pulps in whole or 
in part in the manufacture of newsprint 

The Department, in this connection, should also undertake a 
comprehensive survey of fibrous raw materials produced in quantity 
in the United States to determine the relative economic potentialities 
of such commodities for possible use in pulps comprising newsprint. 


III. SpecraL SurRvEyYs 
A. BAGASSE SUPPLY 


It is also recommended by the subcommittee that the Department 
of Commerce, in conjunction with other interested Government 
agencies, undertake a worldwide survey of bagasse supplies which 
are potentially available on a practical and economic basis for the 
production of newsprint and related products. Thus it will be possi- 
ble to assess the actual, as distinguished from theoretical, potential 
for newsprint and other related products afforded by bagasse. 

In connection therewith, the Department should also prepare a 
study of the economic factors affecting the supply of bagasse, in- 
cluding the availability of the raw material, considerations affecting 
price, ‘and other economic conditions which prevail in each of the 
major regions covered in the survey. 


B. FOREST SURVEY 


The subcommittee recommends also that the Department of Agricul- 
ture accelerate and enlarge the scope of its forest survey of the timber 
resources belong to this country. A realistic program for the expan- 
sion of newsprint production is not possible without accurate indicia 
of the actual and potential forest growth in this country. As of the 
present moment, information of this type is grossly inadequate. One- 
fourth of the area of the United States has never been accurately 
surveyed for timber supplies. Even lands controlled by the Federal 
Government are not fully appraised for forest resources, as witness 
the recent statement by the Bureau of Indian Affairs that 
The lack of accurate information regarding the volume and character of Indian 
forest resources makes it difficult to determine the extent to which these forests 
may contribute to the Nation’s pulpwood supplies 
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It is also important that the forest survey be extended so as to in- 
clude the timberlands of Alaska where impending developments with 
regard to newsprint and other pulp and paper products make it im- 
perative that accurate information with respect to the potential for 
industrial development of an Alaskan pulp and paper industry be 
readily available. Legislation authorizing the extension of the survey 
to Alaska has recently been enacted. 


C. WASTE NEWSPAPERS 


It is further recommended that the Department of Commerce pre- 
pare and submit to the Committee on the Judiciary a survey of the 
economic factors relating to the supply of waste newspapers in the 
United States. Such a study should include estimates of available 
supplies in various market areas in the United States, an analysis of 
the price of waste newspapers over the years, the effect of price 
fluctuations on available supply, and the amount of such waste papers 
which are presently being consumed in paper and _ paperboard 
production. 


IV. SpectaL Economic AND FINANCIAL STUDIES 


There is a serious gap in our economic knowledge with respect to 
various aspects of the newsprint industry. Studies purporting to 
show comparative costs are presently outdated; the existence of cer- 
tain economic characteristics of the newsprint industry can presently 
be verified only by hearsay. Furthermore, a number of assumptions 
regarding economic factors in the production of newsprint cannot now 
be aflirmed or disaffirmed on the basis of available economic data. 
It is important, therefore, that there be made available up-to-date, 
reliable economic and financial information respecting various aspects 
of the newsprint industry. 

Accordingly, the subcommittee recommends that the Department 
of Commerce Industry Division in charge of pulp and paper, the 
Securities and Exchange Commission, and the Federal Trade Commis- 
sion jointly prepare and submit to the committee the series of studies 
outlined in subdivisions A-E below. In this regard, the Pulp and 
Paper Division of the Department of Commerce can perform an im- 
portant role in the interests of industry and Government by preparing 
reliable factual information concerning the operation and structure of 
the industry needed for the completion of these reports. 


A. INVESTMENT COSTS 


It is essential, especially for new or potential producers, that full 
and complete data be prepared with respect to capital requirements 
for the newsprint industry. Such information should be on a compara- 
tive basis so that present costs may be compared with costs of previous 
vears and the long-term picture with regard to each variable can be 
ascertained. This cost study should include: 

(1) Data as to changes in total investment required to enter the 
newsprint industry. 

(2) Data as to changes in construction costs for the erection of 
newsprint mills 
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(3) Data as to changes in the scale of production required for 
efficient mill operation, and the effect thereof on investment costs. 

(4) Data as to changes in the speed of production and the effect 
thereof on investment costs. 

(5) A comparison of investment costs with respect to the erection 
of new mills as against enlargement or speedup of existing plants. 

(6) Effect of the privilege “of accelerated amortization on invest- 
ment in expansion of newsprint capacity. 


B. COSTS OF PRODUCTION 


A complete analysis of the costs of production for newsprint should 
be prepared. This analysis should include costs of production for 
newsprint mills in the United States and Canada, speed of machines 
as a factor in operating costs, and a comprehensive study of cost 
trends with specific reference to total costs, wood costs, energy costs, 
depreciation costs, and profits. 


C. RELATIVE PROFIT MARGINS 


A study of relative profit margins of newsprint and other products 
is needed. The only information available relating thereto is long 
outdated. Such a study should contain a comparison of the relative 
profitability of newsprint as against the profitability of other pulp 
and paper products. Comparisons should be made upon varying 
bases such as profit per ton, percentage on capital investment, etc. 
A similar comparison with respect to newsprint and other important 
industries other than pulp and paper should be made to indicate 
reliably the extent of the financial attractiveness of the production of 
newsprint. 

D. BREAK-EVEN POINTS 


New and potential producers in the newsprint industry would find 
of inestimable benefit an accurate study of break-even points for the 
manufacture of newsprint, both with respect to plants in existence for 
many years and plants which have more recently been erected. ‘This 
information is not presently available and is needed in order to provide 
a sound economic basis for investment of new capital in the industry. 


E. PRICE STRUCTURE 


The Office of Transportation of the Department of Commerce 
recently completed a valuable study entitled Transportation Factors in 
the Marketing of Newsprint which included an analysis of the extent 
to which transportation costs are related to the price structure of 
newsprint. More information is needed in this regard. A detailed 
study of cost-price relationships in the newsprint industry is desirable. 
Such a study should include an analysis of freight absorption in the 
newsprint industry, as well as a description of the operation of the 
zone system and the effect thereof on the price of newsprint. A 
detailed study should also be prepared as to the effect of pricing 
practices and the price structure upon the establishment of new mills 
and the expansion of existing mills. 
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V. Forest DrvELOPMENT PROGRAM 
A, INTEGRATED USE OF FOREST RESOURCES 


The integrated use of our natural forests has only recently become 
recognized as an essential means for attaining the maximum utilization 
of available wood supplies. Operation of our forests on an integrated 
basis in the future holds out great promise for conservation of our 
natural resources and increasing pulp and paper production. 

There are two aspects of the problem of integrated forest use. One, 
based upon using wood wastes left in the forests and wood wastes 
left in the sawmills, deals with the integration of pulping with cutting 
and sawmill operations. The other, based upon maximum. utiliza- 
tion of existing timber stands, provides for diversified production so 
as to consume the entire output of a forest within a given area. 

With respect to integrated use of our forests, the subcommittee 
makes the following two recommendations: 

(1) The Department of Agriculture should formulate a program 
for encouraging the integration of sawmill and pulpmill operations, 
insofar as possible without corporate mergers, so that the wastes in 
lumber cutting and in sawmill operations can be made use of in 
woodpulp production. In the Far West, for example, large quantities 
of Douglas fir wastes presently serve no useful purpose whatever, 
although it is reliably estimated that from the wastes of sawmills 
having a total capacity of 800,000 board feet per day, a 200 ton per 
day kraft mill could be wholly supplied with its wood needs. The 
program should include plans for promoting greater utilization of 
wood chips, extension of the use of hydraulic barkers, and research 
into other factors which would result in the development of greater 
uses of wood wastes. 

2) The Department of Agriculture should prepare a program for 
a major form of integrated operation involving the total cutting of 
various species within a given forest area. Integrated operation and 
convertibility should be stressed with a view to utilization of all 
species in a given stand whether suitable as saw timber, plywood, 
veneer, pulpwood, or wood wastes. 


B. GOVERNMENT FOREST MANAGEMENT 


With respect to management of our national forest lands, the 
subcommittee makes the following recommendations: 

(1) The Department of Agriculture should immediately undertake 
a program of intensified management of the national forests in order 
to make fullest use of our heritage of natural forest growth. Of 80 
million acres of commercial forest land in the national forests, only 
9 million acres were under intensive management as of 1945. While 
the latter figure has increased since that time, it nevertheless falls far 
short of attaining maximum utilization of existing resources. Con- 
struction of thousands of miles of access roads is necessary by private 
operators or by the Government, or by both working in conjunction 
with one another. ‘This will afford access to untapped timber resources 
as well as permit the cutting of diseased stands presently serving no 
useful purpose whatsoever. Millions of acres of lands should be 
planted and intensification of measures to protect forests against fire, 
insects, and diseases is absolutely essential. 





THE NEWSPRINT PROBLEM 5] 


While the above program will necessitate substantial initial outlays, 
it will nevertheless result in a financial return to the Government of 
several times the expenditure in view of the additional resources made 
available and the increased value thereof. It is estimated that even- 
tually a sustained annual output of 10 billion board feet can be 
obtained from the national forests by intensified management. Not 
only will this result in needed conservation of our forest areas, serve 
to eliminate wasted resources, and protect our forests against the 
ravages of disease, fire, and pestilence, but it will also place our 
national forest lands upon an efficient and businesslike footing resulting 
in increased revenues to the Government as well as added pulp and 
paper production. 

(2) The Department of the Interior should undertake to make 
available, on a sustained yield basis and consistent with its steward- 
ship over forest areas under its control, the maximum volume of 
pulpwood possible. A program to effectuate this objective would 
necessitate the construction of a system of access roads to reach 
presently inaccessible timber stands, intensive management of all 
forest lands under the Department’s jurisdiction, the replanting of 
many acres of land presently unproductive, and the employment of 
an administrative staff. While it is recognized that funds would be 
required for these purposes, it is highly probable that expenditures 
will be exceeded by revenues resulting from greater yields, additional 
production, and increased value of the areas in question. It is there- 
fore in the national interest to place on a sound, efficient, and business- 
like basis, the management of those forest lands now supervised by the 
Department of the Interior. 


C. GENERAL FOREST MANAGEMENT 


The subcommittee further recommends that the Department of 
Agriculture prepare a comprehensive study and a program containing 
effective ways and means of increasing our domestic timber resources 
and more efficiently utilizing our existing commercial timber stands. 
Such a study should embrace such matters as private cutting practices, 
educational aids to private operators, expansion of Federal-private 
sustained yield units, expansion of advisory and information services, 
adoption of conservation programs, and other factors related to 
conservation and improved land management with respect to the 
growing of timber. 


D. REFORESTATION 


There exists in the United States a great potentiality for developing 
new forest resources on the many millions of acres of land throughout 
the country of marginal or submarginal value for other agricultural 
or industrial purposes. Considerable territory of this nature exists 
in the State of New York, in the State of Pennsylvania, and other 
areas of the Northeast, in the Mississippi Delta region and in the 
Southeast generally, and lastly in the Lake States where newsprint 
production has decreased sharply in recent years. 

The Department of Agriculture should develop a comprehensive 
program for the reforestation of the marginal and submarginal lands 
of the United States, which program should be developed in conjunc- 
tion with the work being done by the Department of Commerce in 
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hardwoods, particularly fast-growing types, and with the program 
previously ‘recommended with respect to integrated use of all forest 
resources growing in specific forest stands. It is only by synthesizing 
these separate programs that a comprehensive program for commercial 
reforestation on an economic basis can be successfully evolved. 


VI. ENcovuRAGEMENT OF EXPANDED Wor.Lp SuppLy or NEWSPRINT 


The subcommittee believes that it is to the best interests of the 
United States to encourage the expansion of the world supply of 
newsprint. The newsprint situation in the United States would be 
substantially benefited not only by additional production within our 
borders but by expansion of capacity in Canada and all other countries 
able to produce newsprint paper and from which we could import 
necessary supplies, whether such newsprint be manufactured from 
woodpulp or from any other suitable source of raw material. The 
United States, therefore, should appropriately stimulate the expansion 
of newsprint produc tion abroad by private investment. As part of a 
program to encourage newsprint development in other areas, the 
subcommittee makes the following two recommendations: 


A. TECHNICAL ASSISTANCE 


Many countries interested in expanding newsprint production could 
be greatly assisted by the furnishing of technical assistance on the 
part of the United States. This applies not only with respect to 
developing newsprint mills operating with conventional raw materials 
but to mills which would produce newsprint from new sources of raw 
material, such as hardwoods and bagasse. Taking bagasse as an 
illustration, there bas been an upsurge of interest and activity in 
almost every sugar-producing country of the world addressed to the 
manufacture of newsprint and other products out of this raw material. 
New projects are being planned in Brazil and other South American 
nations, and in Cuba, which has the largest bagasse supply in the 
world. Several million dollars have been raised for a new plant in 
Cuba, and that country has requested technical assistance from the 
United States for developing this new industry. 

The United States Government is in a position to render great aid 
to developments in such areas by making available technical knowl- 
edge and personnel in line with the stated objectives of United States 
foreign policy. The subcommittee therefore recommends that the 
Department of Commerce, as well as other Government agencies 
called upon to do so, furnish these countries such technical assistance 
as may be available in order to foster the most rapid development of 
additional sources of newsprint supply. 


B. TARIFF 


Since 1911, no duty has been imposed upon newsprint imported 
into the United States. To be duty-free, however, newsprint must 
fit the definition of “standard newsprint paper” as established by 
customs regulations. These regulations require such papers to be 
produced by combining certain specified portions of ground wood and 
sulfite or sulfate pulps, which represent the composition of news- 
print in general use at the time the duty-free provisions were enacted 
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into law. Newsprint produced from bagasse does not fall within this 
definition of standard newsprint paper. 

Legislation providing for the duty-free import of newsprint produced 
in whole or in part from bagasse would be consonant with the policy 
enunciated by Congress for over 40 years that paper entering the 
country for use in printing newspapers shall be exempted from tariff 
imposts. It would also offer positive encouragement to the construc- 
tion of newsprint mills in areas where there is a large annual harvest of 
bagasse as it would give assurance that bagasse new SPI int would have 
equal access with other newsprint papers to the largest newsprint- 
consuming market in the world. Legislation should therefore be 
promptly passed by Congress permitting the import, duty-free, of 
newsprint made entirely from bagasse pulp or from bagasse pulp in 
combination with other pulps. 


VII. MisceLtLANgEous RECOMMENDATIONS 
A. GOVERNMENT RESEARCH LABORATORIES 


It is to the national interest and to the interest of private industry 
that Government laboratories doing work in pee and paper develop- 
ment be equipped with the most modern and up-to-date facilities. 
= the present time, there is much to be done in this re aie In the 

‘ase of the pilot paper mill of the National Bureau of Standards, for 
¢ “male, its successful experiments with bagasse newsprint are more a 
tribute to the ingenuity and perseverance of the staff than a reflection 
of the efficiency of the equipment and facilities available for pulp and 
paper production. 

Unless Government pulp and paper research facilities such as are 
contained in the Bureau of Standards, the Forest Products Laboratory 
of the Forest Service at Madison, Wis., and the Northern Regional 
Research Laboratory of the Bureau of Agricultural and Industrial 
Chemistry at Peoria, Ill., are modernized with the most up-to-date 
equipment, their contribution to the Government as well as to private 
industry will be far less than it should be. 

In view of the above, the subcommittee recommends that the Gov- 
ernment pulp and paper laboratories referred to above be refurbished. 
The subcommittee believes that private industry can perhaps offer 
the most constructive suggestions as to the best methods for attaining 
this objective. 

B. GOVERNMENT PRINTING OFFICE 


Under section 303 (a) of the Defense Production Act, the President 
may provide for Government contracts for the purchase of needed 
materials for Government use or resale, other provisions of law not- 
withstanding. Newsprint has already been recognized as a commod- 
ity essential for defense, and this recognition has had the explicit 
approval of Congress when it authorized “the granting of defense loans 
under section 302 of the Defense Production ‘Act for the expansion of 
‘apacity to produce newsprint. Accordingly, the General Services 
Administration, in conjunction with the Government Printing Office, 
should offer to enter into negotiations for the purchase of bagasse 
newsprint to meet a substantial portion of Government newsprint 
requirements at a price no higher than the prevailing market price, 
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provided the product supplied is acceptable in every respect for 
satisfactory printing of Government publications. 

Such a purchase commitment would provide financial as well as 
moral encouragement to those pioneering in a new industry, while 
safeguarding the Government in all respects. The Government 
Printing Office has consistently been among the first to feel the impact 
of recurring newsprint shortages. It is therefore in the interest of 
the Government as a buyer to promote new competitive sources of 
newsprint by adopting this recommendation. The Government 
would be affording the same type of affirmative encouragement to 
new private investment in newsprint manufacture which has proved 
effective in inducing the investment of private funds in the expansion 
of other industries essential to national defense. 


C. REGISTRATION OF SECURITIES 


Appropriate committees of Congress should consider legislation 
permitting the Securities and Exchange Commission to requi 
registration with it of unlisted securities, in order that essential infor- 
mation may be available with respect to newsprint companies, as well 


as other important concerns, that are incorporate d outside the United 


re the 


states, 


D. ACCELERATED TAX AMORTIZATION 


The privilege of accelerated tax amortization is of special significance 
in the newsprint industry in view of the present high capital costs for 
the erection of new mills. In order that new mills may remain com- 
petitive with mills alre ady erected or mills to be built under the pres- 
ently authorized expansion goal, it is essential that the writeoff 
privilege which has been accorded newsprint expansion projects be 
continued. 

The defense expansion goal for newsprint, as for other materials, 
determines the amount of new capacity for which accelerated tax 
amortization may be granted. Additional capacity for newsprint in 
the United States is needed to meet steadily 1ising demands and to 

safeguard against recurring shortages. It would be against the best 
national interests to discourage further expansion of newsprint 
merely because a productive level determined on a necessarily arbi- 


trary basis had been reached. Inasmuch as certificates already 
granted account for the entire expansion goal as presently established, 
it is recommended bv the subcommittee that immediate action be 


taken by the National Production Authority and the Office of Defense 
Mobilization to revise and expand the newsprint expansion goal 
Failure to expand the newsprint goal will not only discourage the 
erection of new facilities in the United States but will actively dis- 
criminate against companies desiring to construct new facilities} o1 
enlarge upon existing newsprint capacity. 
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